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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

NELNET, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except share data)

(unaudited)
As of As of
June 30, 2014 December 31, 2013
Assets:
Student loans receivable (net of allowance for loases of $52,467 and $55,122, respectively) $ 29,342,43 25,907,58
Cash and cash equivalents:
Cash and cash equivalents - not held at a relateg p 29,86: 8,531
Cash and cash equivalents - held at a related party 62,23¢ 54,73(
Total cash and cash equivalents 92,09¢ 63,26°
Investments 141,48¢ 192,04(
Restricted cash and investments 862,03 735,12
Restricted cash - due to customers 98,00t 167,57¢
Accrued interest receivable 360,07! 314,55!
Accounts receivable (net of allowance for doub#fttounts of $1,490 and $3,845, respectively) 58,32: 56,07:
Goodwill 126,20( 117,11¢
Intangible assets, net 44,84¢ 6,13
Property and equipment, net 35,49¢ 33,82¢
Other assets 141,98¢ 115,04:
Fair value of derivative instruments 68,03 62,50°
Total assets $ 31,371,02 27,770,84
Liabilities:
Bonds and notes payable $ 29,492,56 25,955,28
Accrued interest payable 24,33¢ 21,72¢
Other liabilities 160,44 164,30(
Due to customers 98,00¢ 167,57¢
Fair value of derivative instruments 15,54¢ 17,96¢
Total liabilities 29,790,89 26,326,85
Commitments and contingencies
Equity:
Nelnet, Inc. shareholders' equity:
Preferred stock, $0.01 par value. Authorized 50@0@®shares; no shares issued or outstanding _ _
Common stock:
Class A, $0.01 par value. Authorized 600,000,0G0es) issued and outstanding 34,859,786 shares and
34,881,338 shares, respectively 34¢ 34¢
Class B, convertible, $0.01 par value. Authoriz8g60,000 shares; issued and outstanding 11,498/882s
and 11,495,377 shares, respectively 11¢ 11¢
Additional paid-in capital 20,72 24,88’
Retained earnings 1,552,98: 1,413,49:
Accumulated other comprehensive earnings 5,56¢ 4,81¢
Total Nelnet, Inc. shareholders' equity 1,579,74: 1,443,66:
Noncontrolling interest 38¢€ 32¢
Total equity 1,580,12 1,443,991
Total liabilities and equity $ 31,371,02 27,770,84
Supplemental information - assets and liabilities foconsolidated variable interest entities:
Student loans receivable $ 29,479,24 26,020,62



Restricted cash and investments
Fair value of derivative instruments
Other assets

Bonds and notes payable

Other liabilities

Net assets of consolidated variable interest estiti

See accompanying notes to consolidated finan@#d sients.

859,44: 732,77
33,79' 36,83
358,641 313,74¢
(29,778,09) (26,244,22)
(335,99)) (303,14))
617,04! 556,61




NELNET, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(Dollars in thousands, except share data)

(unaudited)
Three months Six months
ended June 30, ended June 30,
2014 2013 2014 2013
Interest income:
Loan interest 175,46t 158,06 332,36:. 313,60:
Investment interest 1,482 1,48t 3,461 3,10(
Total interest income 176,94¢ 159,54t 335,82: 316,70:
Interest expense:
Interest on bonds and notes payable 69,23t 58,121 129,23¢ 116,48!
Net interest income 107,712 101,41¢ 206,58 200,21°
Less provision for loan losses 1,50¢ 5,00( 4,00( 10,00(
Net interest income after provision for loan losses 106,21 96,41¢ 202,58« 190,21°
Other income:
Loan and guaranty servicing revenue 66,46( 60,07¢ 131,21° 115,67¢
Tuition payment processing and campus commerceueve 21,83¢ 18,35¢ 47,06¢ 41,767
Enrollment services revenue 20,14¢ 24,82 42,15¢ 53,78(
Other income 15,31¢ 12,28t 33,44¢ 21,70«
Gain on sale of loans and debt repurchases 18 7,35k 57 8,762
Derivative market value and foreign currency adpesits and derivative
settlements, net 1,57( 40,18¢ (2,695 41,26(
Total other income 125,34: 163,08t 251,25( 282,95:
Operating expenses:
Salaries and benefits 53,88¢ 47,43: 106,37. 95,337
Cost to provide enrollment services 13,311 16,787 27,78¢ 36,42¢
Depreciation and amortization 5,21¢ 4,32( 9,997 8,697
Other 40,371 34,36¢ 76,00¢ 69,30¢
Total operating expenses 112,79( 102,90: 220,15¢ 209,76¢
Income before income taxes 118,76! 156,60: 233,67! 263,40(
Income tax expense 43,07¢ 54,74¢ 83,68¢ 93,19:¢
Net income 75,68 101,85 149,98t 170,20°
Net income attributable to noncontrolling interest 693 614 1,20¢ 88t
Net income attributable to Nelnet, Inc. 74,994 101,24: 148,78l 169,32:
Earnings per common share:
Net income attributable to Nelnet, Inc. sharehalder
basic and diluted 1.61 2.17 3.2C 3.6Z
Weighted average common shares outstanding -
basic and diluted 46,529,37 46,626,85 46,528,65 46,642,35

See accompanying notes to consolidated finanitdments.




NELNET, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Dollars in thousands)

(unaudited)
Three months Six months
ended June 30, ended June 30,
2014 2013 2014 2013
Net income $ 75,68 101,85 149,98t 170,20°
Other comprehensive income (loss):
Available-for-sale securities:
Unrealized holding gains (losses) arising duringgak net 5,82¢ (3,335 9,501 1,18¢
Less reclassification adjustment for gains recagphin net income, net of
losses (1,239 (559) (8,31)) (1,516
Income tax effect (1,699 1,441 (440) 11¢F
Total other comprehensive income (loss) 2,89( (2,457 75C (21¢)
Comprehensive income 78,57 99,40 150,73t 169,99:
Comprehensive income attributable to noncontroliimtgrest 693 614 1,20¢ 88t
Comprehensive income attributable to Nelnet, Inc. $ 77,88¢ 98,79( 149,53( 169,10¢

See accompanying notes to consolidated finan@#dsients.




NELNET, INC. AND SUBSIDIARIES

Nelnet, Inc. Shareholders

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(Dollars in thousands, except share data)
(unaudited)

Accumulated

Common stock shares Class A Class B other
Preferred Preferred common common Additional Retained comprehensive Noncontrolling
stock shares Class A Class B stock stock paid-in capital earnings earnings interest Total equity
Balance as of March 31, 2013 — 35,029,34 11,495,37 $ 35C 11¢ 27,78¢ 1,192,82: 5,05( 281 1,226,40.
Net income — — — — — — 101,24: — 614 101,85
Other comprehensive loss — — — — — — — (2,459 — (2,459
Distribution to noncontrolling
interest — — — — — — — — (782) (782)
Cash dividend on Class A and
Class B common stock -
$0.10 per share = = = = = = (4,649 = — (4,649
Issuance of common stock, net of
forfeitures — 24,39( — 1 — 694 — — — 695
Compensation expense for stoc!
based awards — — — — — 80¢ — — — 80¢
Repurchase of common stock — (65,627 — 1) — (2,289 — — — (2,285
Balance as of June 30, 2013 — 34,988,11 11,495,37 $ 35C 11& 27,00¢ 1,289,411 2,591 11z 1,319,59!
Balance as of March 31, 2014 — 35,019,92 11,491,93 $ 35C 11t 27,13¢ 1,482,63 2,67¢ 75t 1,513,67-
Net income = = = = = = 74,99¢ = 692 75,687
Other comprehensive income — — — — — — — 2,89( — 2,89(
Distribution to noncontrolling
interest — — — — — — — — (1,062) (1,062)
Cash dividend on Class A and
Class B common stock -
$0.10 per share — — — — — — (4,649 — — (4,649
Issuance of common stock, net
forfeitures — 49,80 — 1 — 882z — — — 88t
Compensation expense for stock
based awards — — — — — 1,13t — — — 1,13t
Repurchase of common stock = (209,94() = 2 — (8,439 — — — (8,43¢6)
Balance as of June 30, 2014 — 34,859,78 11,491,93  $ 34¢ 118 20,72: 1,552,98! 5,56¢ 38¢€ 1,580,12!
Balance as of December 31, 20: — 35,116,91 11,495,37 $ 351 11& 32,54( 1,129,38! 2,81 &) 1,165,21:
Issuance of noncontrolling interest — — — — — — — — 5 5
Net income — — — — — — 169,32: — 88t 170,20
Other comprehensive loss — — — — — — — (21€) — (21€)
Distribution to noncontrolling
interest — — — — — — — — (782) (782)
Cash dividends on Class A and
Class B common stock -
$0.20 per share — — — — — — (9,299 — — (9,299
Issuance of common stock, net
forfeitures — 150,35¢ — 2 — 1,967 — — — 1,96¢
Compensation expense for stock
based awards — — — — — 1,48: — — — 1,48:
Repurchase of common stock — (279,15¢) — 3) = (8,986) = = — (8,989
Balance as of June 30, 2013 — 34,988,11 11,495,37 $ 35C 11¢ 27,00« 1,289,411 2,597 118 1,319,59!
Balance as of December 31, 20: = 34,881,33 11,495,37 $ 34¢ 11& 24,881 1,413,49 4,81¢ 32¢ 1,443,991
Issuance of noncontrolling interest — — — — — — — — 201 201
Net income — — — — — — 148,78( — 1,20¢ 149,98t
Other comprehensive income — — — — — — — 75C — 75C
Distribution to noncontrolling
interest = = = = = = = = (1,349 (1,349
Cash dividends on Class A and
Class B common stock -
$0.20 per share — — — — — — (9,289 — — (9,289
Issuance of common stock, net
forfeitures — 205,50 — 2 — 3,12¢ — — — 3,12¢
Compensation expense for stock
based awards — — — — — 2,01cC — — — 2,01cC
Repurchase of common stock — (230,509 — ) — (9,307) — — — (9,309
Conversion of common stock — 3,44¢ (3,445 — — — — — — —
— 34,859,78 11,491,93 $ 34¢ 11& 20,72: 1,552,98: 5,56¢ 38¢€ 1,580,12

Balance as of June 30, 2014

See accompanying notes to consolidated finanzidments






NELNET, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

(unaudited)
Six months
ended June 30,
2014 2013
Net income attributable to Nelnet, Inc. $ 148,78( 169,32:
Net income attributable to noncontrolling interest 1,20¢€ 88t
Net income 149,98t 170,20°
Adjustments to reconcile net income to net cashigeal by operating activities, net of acquisitions:
Depreciation and amortization, including debt dists and student loan premiums and deferred otigimaosts 49,20¢ 39,16(
Student loan discount accretion (21,087 (17,769
Provision for loan losses 4,00( 10,00(
Derivative market value adjustment (7,950 (43,729
Foreign currency transaction adjustment (1,799 (24,079
Payments to terminate and/or amend derivativeunsnts, net of proceeds — (3,819
Gain on sale of loans — (39
Gain from debt repurchases (57 (8,72¢)
Gain from sales of available-for-sale securitiet, (8,31)) (1,51¢
Deferred income tax expense 5,652 21,24
Non-cash compensation expense 2,08z 1,55¢
Other 2,88t (27)
(Increase) decrease in accrued interest receivable (3,567 10,98(
Increase in accounts receivable (695) (2,37¢
Decrease in other assets 1,38¢ 56¢€
Increase (decrease) in accrued interest payable 1,432 (a0
Decrease in other liabilities (16,690 (8,447
Net cash provided by operating activities 156,47. 153,18t
Cash flows from investing activities, net of acdfioss:
Purchases of student loans and student loan résnde@ests (2,843,06) (1,158,24)
Purchase of student loans from a related party (175) —
Net proceeds from student loan repayments, claiaystalized interest, participations, and other 1,712,35! 1,393,94
Proceeds from sale of student loans 6 11,287
Purchases of available-for-sale securities (135,89() (132,49¢)
Proceeds from sales of available-for-sale secaritie 195,93t 37,65¢
Purchases of other investments (27,01) (3,899
Repayments of notes and other receivables 3,821 —
Purchases of property and equipment, net (9,027 (9,55¢)
(Increase) decrease in restricted cash and invesdimeet (27,24°) 135,73!
Business acquisitions, net of cash acquired (45,589 —
Net cash (used in) provided by investing activities (1,175,87) 274,43!
Cash flows from financing activities, net of boriogs assumed:
Payments on bonds and notes payable (1,821,72) (3,538,43)
Proceeds from issuance of bonds and notes payable 2,901,63 3,143,61.
Payments of debt issuance costs (12,247 (11,48YH
Dividends paid (9,284 (9,295
Repurchases of common stock (9,304 (8,989
Proceeds from issuance of common stock 20E 303
Issuance of noncontrolling interest 201 5
Distribution to noncontrolling interest (1,349 (782)

NAt Aannh nrAvnAdAA hay fiinad (k) finAanaina~a AAdion 1 NA0O 2D (ADE NAN



Net increase in cash and cash equivalents 28,83: 2,55:%
Cash and cash equivalents, beginning of period 63,267 66,03:
Cash and cash equivalents, end of period $ 92,09¢ 68,58¢
Cash disbursements made for:

Interest 97,66¢ 100,29:
Income taxes, net of refunds $ 83,70¢ 69,86¢

Noncash activity:
Investing activity - student loans and other asaetgiired $ 2,571,99 —
2,444,87. —

Financing activity - borrowings and other liab#ii assumed in acquisition of student loans $

Supplemental disclosures of noncash operatingraresiing activities regarding a business combinadi@ contained in note 6.

See accompanying notes to consolidated financ#stents.




NELNET, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts, less otherwise noted)
(unaudited)

1. Basis of Financial Reporting

The accompanying unaudited consolidated finantéements of Nelnet, Inc. and subsidiaries (themi@any”) as of June 30, 205hd fol
the three and six months ended June 30, 2014 &iil2Z¥e been prepared on the same basis as the acditedlidated financial stateme
for the year ended December 31, 2013 and, in timicrpof the Companyg management, the unaudited consolidated finastaaément
reflect all adjustments, consisting of normal reicy adjustments, necessary for a fair presentatforesults of operations for the intel
periods presented. The preparation of financiatestants in conformity with U.S. generally acceptectounting principles requit
management to make estimates and assumptionsftéett the amounts reported in the consolidatednioiel statements and accompan
notes. Actual results could differ from those esti@s. Operating results for the three and six nsoatided June 30, 2034e not necessar
indicative of the results for the year ending DebenB1, 2014 The unaudited consolidated financial statememtsilsl be read in conjuncti
with the Company’s Annual Report on Form 10-K foe tyear ended December 31, 2013 (the "2013 AnnejpbR").

2. Student Loans Receivable and Allowance for lam Losses

Student loans receivable consisted of the following

As of As of

June 30, 2014 December 31, 2013

Federally insured loans
Stafford and other $ 6,479,49: 6,686,62!
Consolidation 23,032,62 19,363,57
Total 29,512,11 26,050,20.
Non-federally insured loans 67,67( 71,10:¢
29,579,78 26,121,30
Loan discount, net of unamortized loan premiumsdefdrred origination costs (& (184,88Y) (158,599
Allowance for loan losses — federally insured loans (40,92) (43,440
Allowance for loan losses — non-federally insureains (11,546 (11,687
$ 29,342,43 25,907,58

(a) For loans purchased where there is evidence oftatetbrioration since the origination of the lolle Company records a credit disco
separate from the allowance for loan losses, wisictonaccretable to interest income. Remaining discoantspremiums for purchas
loans are recognized in interest income over theaneing estimated lives of the loans. The Companytioues to evaluate credit los
associated with purchased loans based on currémration and changes in expectations to deterrttieeneed for any additior
allowance for loan losses. At June 30, 2014 andebBwer 31, 2013 "loan discount, net of unamortized loan premiwsns deferre
origination costs" included $29.9 million and $2énflion , respectively, of non-accretable discoaasociated with purchased loans.

Student Loan Residual Interests

On April 25, 2014, the Company acquired the ownrdhterest in three Federal Family Education Lé@oegram ("FFEL Program”

"FFELP") student loan securitization trusts givihg Company rights to the residual interest intal tof $2.6 billionof securitized federal
insured loans and related assets. The three indtgle loans funded to term with $2.6 billiqmar value) of notes payable that carry inte
rates on a spread to LIBOR or are set and perithglieset via a "dutch auction”.




The Company has consolidated these trusts onritsotidated balance sheet because management kanided the Company is the prim
beneficiary of the trusts. Upon acquisition, tharpany recorded all assets and liabilities of thets at fair value, resulting in the recogni
of a student loan discount of $68.7 million andaies payable discount of $163.7 millionThese discounts will be accreted using
effective interest method over the lives of theenhdng assets and liabilities. All other assetguaed and liabilities assumed (restricted ¢
accrued interest receivable/payable, and othetsdbahilities) were recorded at cost, which apjnmates fair value.

Activity in the Allowance for Loan Losse

The provision for loan losses represents the prriedpense of maintaining an allowance appropriateabsorb losses, net of recovel
inherent in the portfolio of student loans. Actyvih the allowance for loan losses is shown below.

Three months ended June

30, Six months ended June 30,
2014 2013 2014 2013
Balance at beginning of period $ 54,62¢ 49,40¢ 55,12 51,90:
Provision for loan losses:
Federally insured loans 2,00( 5,00( 5,00( 11,00(
Non-federally insured loans (500 — (1,000 (1,000
Total provision for loan losses 1,50(C 5,00( 4,00( 10,00(
Charge-offs:
Federally insured loans (4,139 (3,340 (7,769 (9,330
Non-federally insured loans (598 (592 (1,019 (1,369
Total charge-offs (4,736 (3,939 (8,789 (10,699
Recoveries - non-federally insured loans 33¢ 442 71C 81C
Purchase (sale) of federally insured loans, net 15C 27t 25C (1,949
Transfer from repurchase obligation related to femterally insured loans
repurchased, net 58€ 417 1,17: 1,53¢
Balance at end of period $ 52,46 51,61: 52,467 51,61
Allocation of the allowance for loan losses:
Federally insured loans $ 40,92 39,84¢ 40,92: 39,84¢
Non-federally insured loans 11,54¢ 11,76 11,54¢ 11,76
Total allowance for loan losses $ 5246 51,61 52,46, 51,61

Repurchase Obligation

As of June 30, 2014 , the Company had participatedmulative amount of $117.1 million (par valuénonfederally insured loans to th
parties. Loans participated under these agreenfevs been accounted for by the Company as loas.s&éeordingly, the participatic
interests sold are not included in the Company’ssotidated balance sheets. Per the terms of thécsey agreements, the Compasy’
servicing operations are obligated to repurchagedsubject to the participation interests in thené such loans become 60 day<90rday:
delinquent.

In addition, in 2011, the Company sold a portfadionon-federally insured loans for proceeds of $aillion ( 100%of par value). Th
Company retained credit risk related to this pdidfand will pay cash to purchase back any loanglwbhecome 60 days delinqueAs of
June 30, 2014 , the balance of this portfolio wa8&.$ million (par value).

The Company’s estimate related to its obligatiorrepurchase these loans is included in “other llt&ds” in the Companys consolidate
balance sheets. The activity related to this atésudetailed below.

Three months ended June 30, Six months ended June 30,
2014 2013 2014 2013
Beginning balance $ 15,41 15,01 16,14: 16,13(
Loans repurchased (58€) (417) (1,316 (1,536

Ending balance $ 14,82-1 :1.4,59Z 14,82-1 14,59‘







Student Loan Status and Delinquenci

Delinquencies have the potential to adversely imhglae Companys earnings through increased servicing and cotleatbsts and accot
charge-offs. The percent of non-federally insumshs that were delinquent 31 days or greater dsiné 30, 2014 , December 31, 20HE\«

June 30, 2013 was 12.6 percent , 12.7 percent 2aidpercent , respectively. The table below shihvesCompanys federally insured stude
loan delinquency amounts.

As of June 30, 2014 As of December 31, 2013 As of June 30, 2013
Federally insured loans:
Loans in-school/grace/deferment $ 3,095,74. $ 2,872,50! $ 2,983,79
Loans in forbearance 3,593,89. 3,370,02! 3,320,10.
Loans in repayment status:
Loans current 19,164,66 84.(% 16,337,92 82.5% 15,355,37 83.t%
Loans delinquent 31-60 days 1,026,041 4.5 967,31 4.¢ 776,57 4.2
Loans delinquent 61-90 days 674,91¢ 3.C 550,33: 2.& 531,33¢ 2.¢
Loans delinquent 91-120 days 376,06¢ 1.5 390,79: 2.C 291,73 1.€
Loans delinquent 121-270 days 1,133,522 5.C 1,117,93 5.€ 1,016,57. 5.5
Loans delinquent 271 days or greater 447,26 2.C 443,37 2.2 413,24( 2.2
Total loans in repayment 22,822,48 100.(% 19,807,67 100.(% 18,384,83 100.(%
Total federally insured loans $ 2951211 $  26,050,20 $ 24,688,73




3. Bonds and Notes Payable

The following tables summarize the Company’s ouiditag debt obligations by type of instrument:

Variable-rate bonds and notes issued in asset-tiadg@uritizations:

Bonds and notes based on indices
Bonds and notes based on auction or remarketing
Total variable-rate bonds and notes
FFELP warehouse facilities
Unsecured line of credit
Unsecured debt - Junior Subordinated Hybrid Seesrit
Other borrowings

Discount on bonds and notes payable
Total

Variable-rate bonds and notes issued in asset-ad@uritizations:

Bonds and notes based on indices
Bonds and notes based on auction or remarketing
Total variable-rate bonds and notes
FFELP warehouse facilities
Unsecured line of credit
Unsecured debt - Junior Subordinated Hybrid Seesrit
Other borrowings

Discount on bonds and notes payable
Total

As of June 30, 2014

Carrying Interest rate
amount range Final maturity
$ 26,983,51 0.24% - 6.90% 5/25/18 - 8/26/52
1,562,32! 0.06% - 2.09% 5/1/28 - 11/26/46
28,545,84
1,139,75! 0.15% - 0.25% 1/17/16 - 6/11/17
65,00( 1.65% 6/30/19
96,457 3.61% 9/15/61
63,06¢ 1.66% - 5.10% 10/31/14 - 11/11/15
29,910,11
(417,55
§ 2949256
As of December 31, 2013
Carrying Interest rate
amount range Final maturity

$ 23,479,89 0.25% - 6.90% 5/25/18 - 8/26/52

1,134,25 0.07% - 2.17% 5/1/28 - 11/26/46
24,614,14
1,396,34. 0.17% - 0.25% 1/17/16 - 6/12/16
45,00( 1.67% 3/28/18
96,45’ 3.62% 9/15/61
61,40 1.67% - 5.10% 4/11/14 - 11/11/15
26,213,34
(258,05()
$ 25,955,28




FFELP Warehouse Facilities

The Company funds a portion of its FFELP loan asitjohs using its FFELP warehouse facilities. Stidean warehousing allows 1
Company to buy and manage student loans prioatwsterring them into more permanent financing ayeaments.

As of June 30, 2014 , the Company had three FFEARRpuse facilities as summarized below.

NHELP-III NHELP-II NFSLW-I (a) Total

Maximum financing

amount $ 750,00( 500,00( 500,00( 1,750,00!
Amount outstanding 659,66¢ 92,80: 387,27! 1,139,75!
Amount available $ 90,33: 407,19 112,72: 610,25(
Expiration of liquidity

provisions February 5, 201 September 30, 20 June 11, 201

Final maturity date January 17, 20! September 30, 20 June 11, 201
Maximum advance rates 92.2 -95.0% 84.5 -94.5Y% 92.0 -98.0%
Minimum advance rates 92.2 -95.0% 84.5 -94.5% 84.0 -90.0%
Advanced as equity
support 39,49¢ 8,26¢ 18,87( 66,63(

(a) On April 15, 2014, the Company amended theeagest for this warehouse facility to temporarilgrimase the maximum financing amount

to $1.0 billion , change the expiration date fae tlguidity provisions to June 11, 2015 , and cleatige maturity date to June 11, 2Q1As ¢
result of the completion of the 2014-3 adsatked securitization summarized in the table betmwApril 30, 2014, the Company determi
that it no longer needed the increased capacithisnvarehouse facility, and the $500.0 milli@mporary increase was terminated on Ma;

2014.

Asse-backed Securitizations

The following table summarizes the asset-backedriaation transactions completed during the sbniths ended June 30, 2014 .

2014-1 2014-2 2014-3 2014-4 2014-5 Total
Class A-1 Class A-2  Class A-3 2014-2 Class A-1  Class A-2 2014-4
notes notes notes total notes notes total
Date securities issued 2/6/14 3/12/14 3/12/14 3/12/14 3/12/14 4/30/14 5/23/14 5/23/14 5/23/14 6/18/14
Total original principal amount $ 458,50( 509,00( 719,80( 384,50( 603,00( $ 2,674,80
Class A senior notes:
Total original principal amount $ 445,00( 191,00( 222,00( 84,00( 497,00( 700,70( 267,50( 107,50( 375,00( 587,00( 2,604,701
Bond discount — — — (535) (535) — — — — — (53%)
Issue price $ 445,00( 191,00( 222,00( 83,46¢ 496,46 700,70( 267,50( 107,50( 375,00( 587,00( 2,604,16!
Cost of funds (1-month LIBOR
plus:) 0.51% 0.28% 0.6(% 0.85% 0.58% 0.5/% 0.95% 0.55%
Final maturity date 9/25/41 6/25/2: 3/25/3( 7127131 6/25/4: 11/27/3¢ 11/25/4: 7125/4:
Class B subordinated notes:
Total original principal amount $ 13,500 12,00( 19,10( 9,50( 16,00( 70,10(
Bond discount (1,139 (1,04¢) (1,467) (1,139) (1,237 (6,015)
Issue price $ 12,36¢ 10,95¢ 17,63: 8,36: 14,76¢ 64,08t
Cost of funds (1-month LIBOR
plus:) 1.5(% 1.5(% 1.5(% 1.5(% 1.5(%
Final maturity date 10/25/4; 6/25/41 10/25/5( 9/25/51 5/25/4¢
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Unsecured Line of Credit

On June 30, 2014 , the Company's unsecured limeedit was amended to increase the line of credihf$275.0 million td$350.0 millior
and extend the maturity date from March 28, 2018uae 30, 2019 In addition, the amendment revised certain conenaelated t
maintenance of a minimum consolidated net worthjtéitions on recourse indebtedness and liens, dirditation on the amount of non-
federally insured student loans in the Companyi$fplio. As of June 30, 2014 , the $350.0 millionsecured line of credit had an outstan
balance of $65.0 million and $285.0 million avalé@for future use.

Debt Repurchase

The Company repurchased $0.2 million (par value) $66.4 million (par value) of its own asdeteked debt securities during the tl
months ended June 30, 2014 and 2013 , respectiaetyrecognized gains on such purchases of appatedyn$18,000 and $7.4 million
respectively. During the six months ended June&28@4 and 2013 , the Company repurchased $1.6 mipar value) and $69.4 milliofpai
value), respectively, of its own asset-backed dmuurities and recognized gains on such purchasepproximately $57,000 an$i8.7
million , respectively.

4. Derivative Financial Instruments

The Company uses derivative financial instrumenisarily to manage interest rate risk and foreigmrency exchange risk. Derivat
instruments used as part of the Company's risk genant strategy are further described in note thefnotes to consolidated finan
statements included in the 2013 Annual Report. Al presentation of such derivatives outstandisigpf June 30, 2014 amkcember 3:
2013 is presented below.

Basis Swap:
The following table summarizes the Company’s basiaps outstanding as of June 30, 2014 and Dece3iib2013 in which the Company

receives three-month LIBOR set discretely in adeaared pays one-month LIBOR plus or minus a spreatkfined in the agreements (the
"1:3 Basis Swaps").

Maturity Notional amount
2021 $ 250,00(
2022 1,900,00!
2023 3,650,001
2024 250,00(
2026 800,00(
2028 100,00(
2036 700,00(
2039(a) 150,00(
2040(b) 200,00¢
$ 8,000,001 (c)
(a) This derivative has a forward effective statedin 2015.
(b) This derivative has a forward effective statedin 2020.

(c) The weighted average rate paid by the Compamythe 1:3 Basis Swaps as of June 30, 2add
December 31, 2013 was one-month LIBOR plus 3.5sha@ints.
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Interest Rate Swap— Floor Income Hedges

The following table summarizes the outstandingwdgive instruments used by the Company to econdinibadge loans earning fixed r.
floor income as of June 30, 2014 and December @13 2

As of June 30, 2014 As of December 31, 2013
Weighted average Weighted average
fixed rate paid by fixed rate paid by
Maturity Notional amount ~ the Company (&)  Notional amount  the Company (a)
2014 $ 1,250,001 0.67% $ 1,750,001 0.71%
2015 1,100,001 0.8¢ 1,100,001 0.8¢
2016 750,00( 0.8t 750,00( 0.8t
2017 1,250,00i 0.8¢ 1,250,001 0.8¢
$ 4,350,001 0.81% $ 4,850,001 0.81%

(a) For all interest rate derivatives, the Compaateives discrete threeenth LIBOR

Interest Rate Swap— Unsecured Debt Hedges

The Company had the following derivatives outstagdas of June 30, 2014 and December 31, 2048are used to effectively convert
variable interest rate on a portion of the Junigl@dinated Hybrid Securities ("Hybrid Securitiegd)a fixed rate.

Weighted average
fixed rate paid by
Maturity Notional amount  the Company (a)

2036 $ 25,00( 4.28%

(a) For all interest rate derivatives, the Compasteives discrete threeenth LIBOR
Foreign Currency Exchange Risk

In 2006, the Company issued €352.7 million of shidean assebbacked Euro Notes (the "Euro Notes") with an irgerate based or
spread to the EURIBOR index. As a result of theoENDbtes, the Company is exposed to market riske@l#o fluctuations in foreic
currency exchange rates between the U.S. dollaEandl. The principal and accrued interest on tmedes are reneasured at each report
period and recorded in the Company’s consolidatddnze sheet in U.S. dollars based on the foraigreiecy exchange rate on that date.

The Company entered into a cross-currency inteadstswap in connection with the issuance of the Botes. Under the terms of the cross-
currency interest rate swap, the Company receiees the counterparty a spread to the EURIBOR irtziesed on a notional amount &32.7
million and pays a spread to the LIBOR index basea notional amount of $450.0 millioin addition, under the terms of this agreeme
principal payments on the Euro Notes will effecljviee paid at the exchange rate in effect betwherlkS. dollar and Euro as of the issu:

of the notes.
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The following table shows the income statement ithpa a result of the measurement of the Euro Notes and the change ifaithealue o
the related derivative instrument.

Three months ended June 30, Six months ended June 30,
2014 2013 (b) 2014 2013 (b)
Re-measurement of Euro Notes $ 2,751 (14,697 1,79¢ 14,07:
Change in fair value of cross-currency interes gataps (2,999 14,74¢ (3,037) (20,09¢)
Total impact to consolidated statements of inconmeeme
(expense) (a) $ (24¢) 57 (1,239 (6,029

(&) The financial statement impact of the above itemincluded in "Derivative market value and foreigmrency adjustments a
derivative settlements, net" in the Company's clidat@d statements of income.

(b) The 2013 operating results include the re-measent of an additional €420.5 million of studkratn assebacked Euro notes and
change in fair value of a related crasstency interest rate swap entered into in conmeawith the issuance of such notes
November 2013, the principal amount outstandinghennotes was changed to U.S. dollars and the-currency interest swap w
terminated.

The re-measurement of the Euro-denominated bondsrglty correlates with the change in fair valuetlod corresponding crogsHrenc
interest rate swap. However, the Company will eigmere unrealized gains or losses related to theseworency interest rate swap if the
underlying indices (and related forward curve) dbmove in parallel.

Consolidated Financial Statement Impact RelatedDerivatives

The following table summarizes the fair value ¢f @ompany’s derivatives as reflected in the codatdid balance sheets:

Fair value of asset derivatives Fair value of liability derivatives
As of As of As of As of
June 30, December 31, June 30, December 31,
2014 2013 2014 2013
1:3 basis swaps $ 31,51( 18,49( — —
Interest rate swaps - floor income hedges 2,72¢ 7,18: 10,84¢ 15,84¢
Interest rate swaps - hybrid debt hedges — — 4,697 2,12(
Cross-currency interest rate swap 33,79 36,83« — —
Total $ 68,03: 62,501 15,54¢ 17,96¢

During the six months ended June 30, 2013 , thegaomterminated certain derivatives for gross pedseand payments of $2.7 milliamc
$6.5 million , respectively. There were no derivatierminations during the first six months of 2014

Offsetting of Derivative Assets/Liabilities
The Company records derivative instruments in thesolidated balance sheets on a gross basis &s aeithasset or liability measured a
fair value. Certain of the Company's derivativetiimsments are subject to right of offset provisievith counterparties. The following tab

include the gross amounts related to the Compalerisative portfolio recognized in the consolidatelance sheets, reconciled to the
amount when excluding derivatives subject to erfabte master netting arrangements and cash callateeived/pledged:
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Gross amounts not offset in the consolidated balag

sheets
Gross amounts of
recognized assets
presented in the Derivatives subject to
consolidated balance enforceable master
Derivative assets sheets netting arrangement Cash collateral received Net asset (liability)
Balance as of June 30,
2014 $ 68,03: (15,54¢) (329 52,16
Balance as of Decemb:
31, 2013 62,50" (15,43 (15,959 31,11
Gross amounts not offset in the
consolidated balance sheets
Gross amounts of recognized  Derivatives subject to Cash
Derivative liabilities presented in the enforceable master collateral
liabilities consolidated balance sheets netting arrangement pledged Net asset (liability)
Balance as of
June 30,2014 $ (15,54¢) 15,54¢ — —
Balance as of
December 31,
2013 (17,969 15,437 3,63( 1,09¢

The following table summarizes the effect of deti@instruments in the consolidated statementaadme.

Three months ended June 30, Six months ended June 30,
2014 2013 2014 2013
Settlements:
1:3 basis swaps $ 85¢ 782 1,73¢ 1,69:
Interest rate swaps - floor income hedges (6,979 (8,539 (13,929 (16,839
Interest rate swaps - hybrid debt hedges (25€) (512 (50¢) (1,15%)
Cross-currency interest rate swaps 15¢ (93 25C (237)
Total settlements - expense (6,214 (8,357 (12,449 (16,547)
Change in fair value:
1:3 basis swaps 11,91( 9,63( 13,02( 11,56:
Interest rate swaps - floor income hedges (2,819 33,40¢ 54t 42,83(
Interest rate swaps - hybrid debt hedges (1,065 5,45( (2,579 9,09(
Cross-currency interest rate swaps (2,999 14,74¢ (3,037 (20,096
Other — — — 34z
Total change in fair value - income (expense) 5,03: 63,23¢ 7,95( 43,72¢
Re-measurement of Euro Notes (foreign currencystetion
adjustment) - income (expense) 2,751 (14,69) 1,79¢ 14,07:
Derivative market value and foreign currency adpestts and
derivative settlements, net - income (expense) $ 1,57C 40,18¢ (2,699 41,26(
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5. Investments

A summary of the Company's investments and resttictvestments follows:

As of June 30, 2014 As of December 31, 2013
Gross Gross Gross Gross
Amortized unrealized unrealized Amortized unrealized unrealized
cost gains losses (a) Fair value cost gains losses Fair value
Investments:
Available-for-sale investments:
Student loan asset-backed and other debt secybijies $ 124,55t 7,09( (212) 131,43¢ 171,93: 7,111 (1,24)) 177,80:
Equity securities 1,527 1,96¢ @ 3,48¢ 1,50z 1,782 (©)] 3,282
Total available-for-sale investments $ 126,08 9,05¢ (219 134,92: 173,430 8,89/ (1,249 181,08:
Trading investments:
Student loan asset-backed and other debt securities 6,56¢€ 10,957
Total available-for-sale and trading investments $141,48¢ 192,04(
Restricted Investments (c):
Guaranteed investment contracts - held-to-maturity $ 6,921 7,28¢

(&) As of June 30, 2014 , the Company consideneddecline in market value of its available-fatde investments to be temporar
nature and did not consider any of its investmettier-than-temporarily impaired.

(b) As of June 30, 2014 , the stated maturitieshef majority of the Company's student loan abseked and other debt securi
classified as available-for-sale were greater ttiagears.

(c) Restricted investments are included in "restrictesh and investments" in the Company's consolidzdthce shee

The amounts reclassified from accumulated othemprehensive income related to the realized gaind@ssts on available-for-sasecuritie
is summarized below.

Three months ended June 30, Six months ended June 30,
Affected line item in the consolidated statemerfits o
income - income (expense): 2014 2013 2014 2013
Other income $ 1,23¢ 55¢ 8,311 1,51¢
Income tax expense (45¢) (207) (3,07%) (561)
Net $ 78C 352 5,23¢ 95t

6. Business Combination

The Company uses the acquisition method in acaogifdir acquired businesses. Under the acquisitiethad, the financial statements ref
the operations of an acquired business starting ttee completion of the acquisition. The assetsiiaed and liabilities assumed are recol
at their respective estimated fair values at thie dd acquisition. Any excess of the purchase pdeer the estimated fair values of
identifiable net assets acquired is recorded aslgitlo All contingent consideration is measuredfait value on the acquisition date
included in the consideration transferred in thguésition. Contingent consideration classified dmbkility is remeasured to fair value at e
reporting date until the contingency is resolvet] ahanges in fair value are recognized in earnings

Wilcomp Software, L.P. (d.b.a. RenWeb School Managat Software) (“RenWeb”)

On June 3, 2014 , the Company purchased 100 pestdéim¢ ownership interests of RenWeb. RenWeb pes/ithool information syste
for private and faitthased schools that help schools automate administrarocesses such as admissions, schedulingerstualling,
attendance, and grade book management. The comobinat RenWeb’s school administration software aheé Companys tuitior
management and financial needs assessment seaveeespected to significantly increase the valuthefCompanys offerings in this are
allowing the Company to deliver a comprehensivéesoii solutions to schools.

The initial consideration paid by the Company fen®/eb was $44.0 millionIn addition to the initial purchase price, aduliél payments a
to be paid by the Company to the former ownersesf\Reb based on certain operating results and p#résrmance
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measures of RenWeb as defined in the purchaseragnteThe contingent payments, if any, are payalfilen earned and the poter
undiscounted amount of all future payments thatGbenpany could be required to make under the cgetinconsideration arrangemer
between $0 and $4.0 millionSuch payments, if any, will be paid no later tBamuary 2017. As of the acquisition date, the Gomghar
accrued $2.3 million as additional consideratiohiclr represents the estimated fair value of theicgant consideration arrangement.

The following table summarizes the initial estintafair values of the assets acquired and liakdliissumed at the acquisition date. The
values of the assets and liabilities related to\MReln are subject to refinement as the Company cdewpits analysis relative to the fair val
at the date of acquisition.

Cash and cash equivalents $ 32¢€
Accounts receivable 961
Property and equipment 10t
Other assets 22
Intangible assets 37,18t
Excess cost over fair value of net assets acqireadwill) 9,08:
Other liabilities (1,34))
Net assets acquired $ 46,34:

The $37.2 million of acquired intangible assetsttom date of acquisition had a weighted-averageulified of approximately 18 yearsThe
intangible assets that made up this amount incledetbmer relationships of $25.5 million ( 20 -yeaeful life), trade name &6.4 millior
( 20 -year useful life), computer software of $rhiflion ( 5 -year useful life), and non-competitiagreements of $0.4 million ( 19ear useft
life).

The $9.1 millionof goodwill was assigned to the Tuition Paymentcessing and Campus Commerce operating segmens axgected to |
deductible for tax purposes. The amount allocategbbdwill was primarily attributable to anticipdtsynergies as discussed previously.

The proforma impacts of the acquisition on the Canys historical results prior to the acquisitioeresnot material.
7. Intangible Assets

Intangible assets consist of the following:

Weighted average remaining useft As of June As of December

life as of June 30, 2014 (months) 30, 2014 31, 2013
Amortizable intangible assets:
Customer relationships (net of accumulated
amortization of $21,595 and $19,821,
respectively) 223 $ 29,88« 6,132
Computer software (net of accumulated
amortization of $634 and $0, respectively) 47 8,231 —
Trade names (net of accumulated amortization
$39 and $0, respectively) 239 6,38¢ —
Covenants not to compete (net of accumulated
amortization of $3 and $0, respectively) 119 351 —
Total - amortizable intangible assets 192 $  44,84¢ 6,132
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The Company recorded amortization expense ontiésgible assets of $1.4 million and $0.8 milliduring the three months ended June
2014 and 2013, respectively, and $2.4 million add7 $million during the six months ended June 30, 2014 and 2@kpectively. Th
Company will continue to amortize intangible asseter their remaining useful lives. As of June 3014the Company estimates it v
record amortization expense as follows:

2014 (Q3 - Q4) $ 2,84:%
2015 6,402
2016 5,98
2017 4,40¢
2018 4,00(
2019 and thereafter 21,21¢

$ 44 ,84¢

8. Goodwill

The change in the carrying amount of goodwill bgigting segment was as follows:

Tuition Payment

Student Loan Processing and
and Guaranty Campus Enrollment  Asset Generation
Servicing Commerce Services  and Management Total
Balance as of December 31, 2013 $ 8,59¢ 58,08¢ 8,55: 41,88: 117,11¢
Goodwill acquired during the period — 9,08 — — 9,08:
Balance as of June 30, 2014 $ 8,59¢ 67,16¢ 8,55¢ 41,88: 126,20(
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9. Earnings per Common Share

Presented below is a summary of the components tosealculate basic and diluted earnings per shelre.Company applies the tvetas:
method in computing both basic and diluted earnipgs share, which requires the calculation of sspaearnings per share amounts
common stock and unvested share based awards. tddv@sardsased awards that contain nonforfeitable rightdivtdends are consider
securities which participate in undistributed eagsiwith common stock.

Three months ended June 30,

2014 2013
Unvested Unvested
Common restricted stock Common restricted stock
shareholders shareholders Total shareholders shareholders Total

Numerator:

Net income attributable to Nelnet, Inc. $ 74,26° 731 74,99 100,33¢ 904 101,24
Denominator:

Weighted-average common shares

outstanding - basic and diluted 46,075,86 453,50t 46,529,37 46,210,57 416,28: 46,626,85
Earnings per share - basic and diluted ~ $ 1.61 1.61 1.61 2.17 2.17 2.17
Six months ended June 30,
2014 2013
Unvested Unvested
Common restricted stock Common restricted stock
shareholders shareholders Total shareholders shareholders Total

Numerator:

Net income attributable to Nelnet, Inc. $ 147,38t 1,39 148,78( 167,86¢ 1,45¢ 169,32:
Denominator:

Weighted-average common shares

outstanding - basic and diluted 46,093,31. 435,33 46,528,65 46,241,27 401,07¢ 46,642,35

Earnings per share - basic and diluted ~ $ 3.2C 3.2( 3.2( 3.62 3.62 3.62

Unvested restricted stock awards are the Compamlis potential common shares and, accordingly, eheere no

antidilutive and not included in average sharestanting for the diluted earnings per share caticuia
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10. Segment Reporting

See note 13 of the notes to consolidated finastéaéments included in the 2013 Annual Report fdescription of the Company's opera
segments. The following tables include the resafteach of the Company's operating segments rdedntd the consolidated financ
statements.

Three months ended June 30, 2014

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
Total interest income $ 9 3 — 12 175,56: 2,03¢ (662) 176,94¢
Interest expense — — — — 67,93¢ 1,961 (662) 69,23t
Net interest income 9 3 — 12 107,62t 75 — 107,71
Less provision for loan losses — — — — 1,50C — — 1,50C
Net interest income after provision for lo
losses 9 3 — 12 106,12t 75 — 106,21
Other income:
Loan and guaranty servicing revenue 66,46( — — 66,46( — — — 66,46(
Intersegment servicing revenue 13,80( — — 13,80( — — (13,800 —
Tuition payment processing and campus
commerce revenue — 21,83: — 21,83: — — — 21,83¢
Enrollment services revenue — — 20,14¢ 20,14¢ — — — 20,14¢
Other income — — — — 4,49¢ 10,81¢ — 15,31¢
Gain on sale of loans and debt repurchases — — — — 18 — — 18
Derivative market value and foreign
currency adjustments, net — — — — 8,84¢ (1,064 — 7,78¢
Derivative settlements, net — — — — (5,95¢) (256) — (6,214
Total other income 80,26( 21,83¢ 20,14¢ 122,23¢ 7,404 9,49¢ (13,800 125,34:
Operating expenses:
Salaries and benefits 33,09: 11,11% 4,13: 48,33 57C 4,981 — 53,88¢
Cost to provide enroliment services — — 13,31: 13,31: — — — 13,31:
Depreciation and amortization 2,81¢ 1,84¢ 41 4,70¢ — 50¢ — 5,21¢
Other 19,81¢ 2,95¢ 1,84¢ 24,61* 8,84¢ 6,917 — 40,37:
Intersegment expenses, net 1,12¢ 1,404 944 3,472 13,96¢ (3,640 (13,800 —
Total operating expenses 56,85: 17,310 20,27: 94,44( 23,38! 8,761 (13,800 112,79(
Income before income taxes and
corporate overhead allocation 23,41¢ 4,52( (127) 27,81: 90,147 807 — 118,76¢
Corporate overhead allocation (2,060) (687) (687) (3,439 (1,24¢) 4,68: — —
Income before income taxes 21,35¢ 3,83¢ (814 24,37: 88,89¢ 5,49( — 118,76!
Income tax (expense) benefit (8,116 (1,456 30¢ (9,269 (33,78 (34) — (43,079
Net income 13,24. 2,377 (505) 15,11« 55,11} 5,45¢ — 75,681
Net income attributable to noncontrolling
interest — — — — — 692 — 692
Net income attributable to Nelnet, In $ 13,24; 2,371 (505) 15,11« 55,117 4,768 — 74,99
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Three months ended June 30, 2013

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
Total interest income $ 9 — — 9 158,17! 2,19¢ (834) 159,54¢
Interest expense — — — — 56,92( 2,041 (834) 58,127
Net interest income 9 — — 9 101,25! 158 — 101,41¢
Less provision for loan losses — — — — 5,00C — — 5,000
Net interest income after provision for lo
losses 9 — — 9 96,25¢ 158 — 96,41¢
Other income:
Loan and guaranty servicing revenue 60,07¢ — — 60,07¢ — — — 60,07¢
Intersegment servicing revenue 13,90: — — 13,90: — — (13,909 —
Tuition payment processing and campus
commerce revenue — 18,35¢ — 18,35¢ — — — 18,35¢
Enrollment services revenue — — 24,82: 24,82: — — — 24,82:
Other income — — — — 3,03( 9,25¢ — 12,28¢
Gain on sale of loans and debt repurchases — — — — 7,35¢ — — 7,35¢
Derivative market value and foreign
currency adjustments, net — — — — 43,09¢ 5,44¢ — 48,54¢
Derivative settlements, net — — — — (7,845 (512) — (8,357
Total other income 73,98: 18,35¢ 24,82: 117,16( 45,63¢ 14,19¢ (13,909 163,08t
Operating expenses:
Salaries and benefits 28,09: 9,421 4,80¢ 42,32; 592 4,51% — 47,43;
Cost to provide enroliment services — — 16,781 16,781 — — — 16,781
Depreciation and amortization 2,731 1,132 61 3,92¢ — 39€ — 4,32(
Other 18,03: 2,192 1,24% 21,46¢ 7,92% 4,97¢ — 34,36¢
Intersegment expenses, net 851 1,49¢ 1,13( 3,47¢ 14,10¢ (3,680 (13,909 —
Total operating expenses 49,70: 14,24% 24,03( 87,97¢ 22,62: 6,208 (13,909 102,90:
Income before income taxes and
corporate overhead allocation 24,28¢ 4,111 793 29,19( 119,26¢ 8,14t — 156,60:
Corporate overhead allocation (1,519 (509 (509 (2,521 (1,087 3,602 — —
Income before income taxes 22,77¢ 3,607 28¢ 26,66¢ 118,18 11,747 — 156,60:
Income tax (expense) benefit (8,655) (1,370 (109 (10,139 (44,91) 29¢ — (54,746
Net income 14,11¢ 2,237 18C 16,53¢ 73,27¢ 12,04¢ — 101,85°
Net income attributable to noncontrolling
interest — — — — — 614 — 614
Net income attributable to Nelnet, In $ 14,11¢ 2,230 18C 16,53t 73,27¢ 11,43. — 101,24
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Six months ended June 30, 2014

Total interest income $

Interest expense

Net interest income

Less provision for loan losses

Net interest income after provision for loan
losses

Other income:
Loan and guaranty servicing revenue

Intersegment servicing revenue

Tuition payment processing and campus
commerce revenue

Enrollment services revenue
Other income

Gain on sale of loans and debt repurchas

Derivative market value and foreign
currency adjustments, net

Derivative settlements, net

Total other income

Operating expenses:
Salaries and benefits
Cost to provide enrollment services
Depreciation and amortization
Other

Intersegment expenses, net

Total operating expenses

Income before income taxes and
corporate overhead allocation

Corporate overhead allocation

Income before income taxes

Income tax (expense) benefit

Net income

Net income attributable to noncontrollii
interest

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
20 3 — 23 332,56! 4,69¢ (1,459 335,82¢
— — — — 127,41: 3,28¢ (1,459 129,23¢
20 3 — 23 205,15! 1,40¢ — 206,58«
_ = — — 4,00( — — 4,00(
20 3 — 23 201,15! 1,40¢ — 202,58«
131,217 — — 131,217 — — — 131,217
28,02: — — 28,02: — — (28,02:) —
— 47,06¢ — 47,06¢ — — — 47,06¢
— — 42,15¢ 42,15¢ — — — 42,15¢
_ — — — 8,66( 24,78¢ — 33,44¢
— — — — 57 — — 57
— — — — 12,32t (2,577 — 9,74¢
— — — — (11,93%) (50¢) — (12,447
159,23¢ 47,06¢ 42,15¢ 248,46! 9,107 21,70: (28,02:) 251,25(
65,40( 21,13¢ 8,51z 95,05! 1,17¢ 10,14: — 106,37:
— — 27,78¢ 27,78¢ — — — 27,78¢
5,60¢ 3,27¢ 88 8,96¢ — 1,02¢ — 9,997
38,267 5,602 3,29: 47,16 15,99: 12,85( — 76,00¢
2,207 2,82¢ 1,95( 6,981 28,33¢ (7,299 (28,02) —
111,48: 32,83¢ 41,62¢ 185,95( 45,50¢ 16,72: (28,02:) 220,15¢
47,77¢ 14,23 527 62,53¢ 164,75: 6,38¢ — 233,67!
(3,920 (1,307) (1,307) (6,539 (2,57¢) 9,112 — —
43,85¢ 12,92¢ (780 56,00: 162,17¢ 15,50( — 233,67!
(16,66%) (4,91 29€ (21,280 (61,625 (789 — (83,689
27,19: 8,01t (489 34,72: 100,54¢ 14,71¢ — 149,98t
_ — — = — 1,20¢ — 1,20¢
27,19: 8,01t (489 34,72: 100,54¢ 13,51( — 148,78(

Net income attributable to Nelnet, In&
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Six months ended June 30, 2013

Fee-Based
Corporate
Student Loan and Tuition Payment Asset Activity
Guaranty Processing and Enroliment Total Fee- Generation and and
Servicing Campus Commerce Services Based Management Overhead Eliminations Total
Total interest income $ 19 — — 19 313,82 4,507 (1,659 316,70:
Interest expense — — — — 114,40: 3,73¢ (1,659 116,48t
Net interest income 19 — — 19 199,42 771 — 200,21
Less provision for loan losses — — — — 10,00¢ — — 10,00(
Net interest income after provision for lo
losses 19 — — 19 189,42° 771 — 190,21
Other income:
Loan and guaranty servicing revenue 115,67¢ — — 115,67¢ — — — 115,67¢
Intersegment servicing revenue 28,85¢ — — 28,85¢ — — (28,85¢) —
Tuition payment processing and campus
commerce revenue — 41,767 — 41,767 — — — 41,767
Enrollment services revenue — — 53,78( 53,78( — — — 53,78(
Other income — — — — 7,22¢ 14,47¢ — 21,70¢
Gain on sale of loans and debt repurchases — — — — 8,762 — — 8,762
Derivative market value and foreign
currency adjustments, net — — — — 48,37: 9,43( — 57,802
Derivative settlements, net — — — — (15,389 (1,157 — (16,547)
Total other income 144,53t 41,767 53,78( 240,08: 48,97t 22,75: (28,856 282,95:
Operating expenses:
Salaries and benefits 56,53t 18,78¢ 10,57¢ 85,89' 1,15¢ 8,28¢ — 95,337
Cost to provide enroliment services — — 36,42¢ 36,42¢ — — — 36,42¢
Depreciation and amortization 5,52( 2,27( 122 7,91Z — 78t — 8,691
Other 36,42: 4,47¢ 2,89¢ 43,79 15,43¢ 10,07¢ — 69,30¢
Intersegment expenses, net 1,78¢ 2,91¢ 2,27¢ 6,98¢ 29,25( (7,379 (28,856 —
Total operating expenses 100,26: 28,45: 52,30( 181,01t 45,84( 11,76¢ (28,856 209,76¢
Income before income taxes and
corporate overhead allocation 44,29: 13,31¢ 1,48( 59,08t 192,56: 11,75¢ — 263,40(
Corporate overhead allocation (2,510 (836) (836) (4,182 (1,799 5,97¢ — —
Income before income taxes 41,78: 12,477 644 54,90% 190,76¢ 17,72¢ — 263,40(
Income tax (expense) benefit (15,879 (4,747 (244 (20,869 (72,497) 162 — (93,199
Net income 25,90: 7,73¢ 40C 34,04( 118,27 17,89( — 170,20°
Net income attributable to noncontrolling
interest — — — — — 88t — 88t
Net income attributable to Nelnet, In $ 25,90¢ 7,73¢ 400 34,04( 118,27 17,00t — 169,32

11. Major Customer

The Company is one of four private sector compamiwarded a student loan servicing contract by tlepatment of Education (t
"Department”) in June 2009 to provide additionavgéng capacity for loans owned by the Departmeuitty new loan volume currently bei
allocated among the four servicers based on cepiformance metrics established by the Departniérg.servicing contract was origing
scheduled to expire in June 2014, with a fjear extension at the option of the Departmentediffe as of June 17, 2014, the Departi
exercised its optional ordering period to exteral ¢brvicing contract for an additional five yedreotugh June 16, 2019, with loan servic
volume under the extended contract remaining sultgetask orders issued by the Department. Revelaneed by the Company's Stuc
Loan and Guaranty Servicing operating segmente@ltd this contract was $31.0 million and $22.liotil for the three months endddne
30, 2014 and 2013, respectively, and $60.9 milind $42.5 million for the six months ended June2B14 and 2013, respectively.
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12. Related Party Transactions

The Company has entered into certain contractuahgements with related parties as described ie @6t of the notes to consolida
financial statements included in the 2013 Annugbde The following provides an update for a rethparty transaction that occurred du
the first half of 2014 .

On January 1, 2014, the Company subparticipatedCtimpany's participation interest in a loan redeligdrom an unrelated third party
Union Bank and Trust Company ("Union Bank"), anitgninder common control with the Company. As ohd®0, 2014 the participate
portion of the loan was $1.7 million , with an @dation to fund an additional $1.4 milliorAs part of this agreement, Union Bank will pag
Company monthly servicing fees equal to 40 basistp@n the participated portion of the outstandinigcipal balance of the loan.

13. Fair Value

The following tables present the Compamnfihancial assets and liabilities that are meabateair value on a recurring basis. There wel
transfers into or out of level 1, level 2, or le@dior the six months ended June 30, 2014 .

As of June 30, 2014 As of December 31, 2013
Level 1 Level 2 Total Level 1 Level 2 Total
Assets:
Investments:
Student loan asset-backed securities $ — 137,56 137,56 — 188,27¢ 188,27¢
Equity securities 3,48¢ — 3,48¢ 3,28 — 3,28
Debt securities 43¢ — 43: 47¢ — 47¢
Total investments 3,92 137,56 141,48¢ 3,761 188,27¢ 192,04(
Fair value of derivative instruments — 68,03: 68,03: — 62,507 62,507
Total assets $ 3,927 205,60( 209,52. 3,761 250,78t 254,54°
Liabilities:
Fair value of derivative instruments $ — 15,54¢ 15,54¢ — 17,96¢ 17,96¢
Total liabilities $ — 15,54¢ 15,54¢ — 17,96¢ 17,96¢

The following table summarizes the fair valueslbbathe Company’s financial instruments on thesolidated balance sheets:

As of June 30, 2014

Fair value Carrying value Level 1 Level 2 Level 3
Financial assets:
Student loans receivable $ 30,629,14 29,342,43 — — 30,629,14
Cash and cash equivalents 92,09¢ 92,09¢ 92,09¢ — —
Investments 141,48¢ 141,48¢ 3,92: 137,56 —
Restricted cash 855,11: 855,11: 855,11: — —
Restricted cash — due to customers 98,00¢ 98,00¢ 98,00¢ — —
Restricted investments 6,921 6,921 6,921 — —
Accrued interest receivable 360,07 360,07! — 360,07! —
Derivative instruments 68,03 68,03 — 68,03 —
Financial liabilities:
Bonds and notes payable 29,493,17 29,492,56 — 29,493,17 —
Accrued interest payable 24,33¢ 24,33¢ — 24,33¢ —
Due to customers 98,00¢ 98,00¢ 98,00¢ — —
Derivative instruments 15,54¢ 15,54¢ — 15,54¢ —
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As of December 31, 2013

Fair value Carrying value Level 1 Level 2 Level 3
Financial assets:
Student loans receivable $ 26,641,38 25,907,58 — — 26,641,38
Cash and cash equivalents 63,26" 63,267 63,26" — —
Investments 192,04( 192,04( 3,761 188,27¢ —
Restricted cash 727,83t 727,83¢ 727,83¢ — —
Restricted cash — due to customers 167,57t 167,57¢ 167,57t — —
Restricted investments 7,28t 7,28t 7,28¢ — —
Accrued interest receivable 314,55: 314,55: — 314,55: —
Derivative instruments 62,50° 62,507 — 62,50° —
Financial liabilities:
Bonds and notes payable 25,577,25 25,955,28 — 25,577,25 —
Accrued interest payable 21,72t 21,72t — 21,72t —
Due to customers 167,57t 167,57t 167,57t — —
Derivative instruments 17,96¢ 17,96¢ — 17,96¢ —

The methodologies for estimating the fair valudidncial assets and liabilities are describedater20 of the notes to consolidated finar
statements included in the 2013 Annual Report.

14. Legal Proceedings
General

The Company is subject to various legal proceedthgs arise in the normal course of business, dioly the legal proceedings discus
below. These matters frequently involve claims toylent loan borrowers disputing the manner in whiehir student loans have been serv
or the accuracy of reports to credit bureaus, daoy student loan borrowers or other consumergiatiethat state or Federal consu
protection laws have been violated in the procéslecting loans or conducting other businessviigs, and disputes with other busin
entities. From time to time, lawsuits may be brdwag) or subsequently amended to assert claineifotm of, putative class action cases.

In evaluating each of its legal proceedings, then@any considers many factors that involve signifiaégsks and uncertainties inherent in
overall litigation process, including (i) the amowf damages and the nature of any other relieflsbin the proceeding, if specified;
whether the proceeding is at an early stage;ttig) impact of discovery; (iv) whether novel or utisel legal theories are at issue; (v)
outcome of pending motions or appeals; (vi) whethere are significant factual issues to be reshlgeii) whether class action statu
sought and the Company's views of the likelihood ofass being certified by the court and the w@tarsize of the class; (viii) the jurisdict
in which the proceeding is pending; (ix) the Compariews of the merits of the claims and of thrersgth of the Company's defenses; an
the progress of any negotiations with opposingi@artn assessing whether a legal proceeding mawdterial, the Company considers tt
and other quantitative and qualitative factorsluding whether disclosure of the proceeding mighirhportant to a reader of the Compa
financial statements in light of all of the infortitan about the Company that is available to theleea

Actions Requesting Certifications of Class

Proceedings or complaints that involve or ask fatifications of classes generally expand the safgegal defense costs, as well as all
potential claim amounts. The Company is currentlyjact to legal proceedings in which the plaintlitese made allegations that one or r
putative classes should be certified by the applecaourt. With respect to the three proceedingsudised below, it is significant to note
no putative class has actually been certified iy ah these proceedings, the Company's positionh& tlass certification would

inappropriate in each such proceeding, the Compesyentered into agreements in principle to resbtixe of the matters for immater
amounts through a court-approved clagde settlement, and the Company has been granteatian for a summary judgment dismissing
case and upon any appeal intends to vigorouslyesbiatass certification in the remaining matfEne Company has accrued an immat
amount related to the legal proceedings descrisdolwb However, due to the uncertainty and riskseieht in class determination and
overall litigation process, the Company believeat th meaningful estimate of its exposure to angarably possible losses or rang:
reasonably possible losses, in excess of the ana@gntied, cannot currently be made.
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Bais Yaakov of Spring Valley v. Peterson's Neldet,

On January 4, 2011, a complaint against Peterddeiiset, LLC (“Peterson's”)a subsidiary of Nelnet, Inc. ("Nelnet"), was filedthe U.S
Federal District Court for the District of New Jeys(the “New Jersey District Court”)flhe complaint alleges that Peterson's ser
advertising faxes to the named plaintiff in 200@39 that were not the result of express invitatiopermission granted by the plaintiff and
not include certain opt out language. The complaist alleges that such faxes violated the Fedesigphone Consumer Protection Act
“TCPA"), purportedly entitling the plaintiff to $8Dper violation, trebled for willful violations foraeh of the six faxes. The complaint furi
alleges that Peterson's had sent putative classerermore than 10,000 faxes that violated the TGRPdgunting to more than $5 millian
statutory penalty damages and more than $15 milfiarebled for willful violations. The complaint s&s to establish a class action.
September 13, 2013, the named plaintiff filed aiamofor class certification, and on October 7, 20R8terson's filed a motion to dismiss
named plaintiff's motion for class certificatioAs of the filing date of this report, the New Jgrdeistrict Court has not establish
recognized, or certified a clag3n January 23, 2014, Peterson's and the namediffledached an agreement in principle whereby Reteg:
would, without admitting any wrongdoing or liabylitsettle all claims in the lawsuit, including potial class action claims, for payment o
immaterial amount. The settlement agreement ircjia is subject to finalization and court approval

Than Zaw v. Nelnet, Inc.

On January 18, 2013, a Third Amended Complaintseaged on Nelnet in connection with a lawsuit by Zaw against Nelnet (erroneot
referred to in the lawsuit as Nelnet Business $mist Inc.) in the Superior Court of the State afifornia, Contra Costa County. The case
since been moved to the U.S. Federal District Cfaurthe Northern District of California (the “Cédrnia District Court”).The lawsuit wa
originally instituted on December 30, 2010, aneég@dis that Nelnet violated the California Fair DEbtlection Practices Act in its interactic
with the plaintiff, a California resident. The pisff's Third Amended Complaint added additiondeghtions claiming that Nelnet viola
Section 632 of the California Penal Code by alld&gegicording one or more telephone calls to thénifawithout the plaintiff's consent, a
sought $5,000n statutory damages per alleged violation. Therd#imended Complaint further alleged that Nelneprioperly recorde
telephone calls to other California residents withguch persons' consent, and sought to estabtitdssa action with respect to the Califol
Section 632 claim. As of the filing date of thigpoet, the California District Court has not estabéid, recognized, or certified a claGs
October 16, 2013, Nelnet and the named plaintdEhed an agreement in principle whereby Nelnet ehonithout admitting any wrongdoi
or liability, settle all claims in the lawsuit, iluling potential class action claims, for paymeftao immaterial amount. The settlen
agreement in principle is subject to finalizatiordaourt approval.

Grant Keating v. Peterson's Nelnet, LLC et al

On August 6, 2012, an Amended Complaint was seedPeterson's, CUnet, LLC (“CUnet"y subsidiary of Nelnet, and on Nel
(collectively, the "Keating Defendants"), in contien with a lawsuit by Grant Keating in the U.S.deeal District Court for the Northe
District of Ohio (the “Ohio District Court”)The lawsuit was originally instituted on August 2011, and alleges that the Keating Defenc
sent an advertising text message to the namedtifl@nJune 2011 using an automatic telephoneimtipbystem, and without the plainti
express consent. The complaint also alleges timtakt message violated the TCPA, purportedlytlangi the plaintiff to $50Q trebled for
willful violation. The complaint further alleges ahthe Keating Defendants sent putative class mesn&ienilar text messages using
automatic telephone dialing system, without suatppried class members' consent. The complaint geedstablish a class action. On Auy
29, 2013, the Keating Defendants filed motionssi@mmary judgment, and the named plaintiff filed etion for class certification. On M
12, 2014, the Ohio District Court granted the Kegtbefendants' motion for summary judgment, dismgsshe case. On June 12, 2014,
named plaintiff filed a Notice of Intent to Appdalthe Circuit Court of Appeal#s of the filing date of this report, the Ohio Dist Court ha
not established, recognized, or certified a cl&ks. Keating Defendants intend to continue to detbethselves vigorously in this lawsuit.

ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

(Management’s Discussion and Analysis of FinanciaCondition and Results of Operations is for the thre and sixmonths endec
June 30, 2014 and 2013 . All dollars are in thousds, except per share amounts, unless otherwise ndfe

The following discussion and analysis provides imfation that the Company’management believes is relevant to an assessane

understanding of the consolidated results of ommratand financial condition of the Company. Tlgcdssion should be read in conjunc
with the Company’s consolidated financial statermémtiuded in the 2013 Annual Report.
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Forward-looking and cautionary statements

This report contains forwardoking statements and information that are basednanagement's current expectations as of theodatas
document. Statements that are not historical fantduding statements about the Company's plams expectations for future financ
condition, results of operations or economic penfance, or that address management's plans andtiebégefor future operations, a
statements that assume or are dependent upon &uargs, are forward-looking statements. The wonaksy,” “should,” “could,” “would,”
“predict,” “potential,” “continue,” “expect,” “antipate,” “future,” “intend,” “plan,” “believe,” “emate,” “assume,” “forecast,” “will,"anc
similar expressions, as well as statements in éuemse, are intended to identify forward-lookitegements.

” o ” o ” o LI ”

The forwardlooking statements are based on assumptions argsasanade by management in light of managemexypsrience and i
perception of historical trends, current conditioespected future developments, and other fact@srhanagement believes are approg
under the circumstances. These statements arecstibjgknown and unknown risks, uncertainties, aggions, and other factors that n
cause the actual results and performance to beriaibtedifferent from any future results or perfoance expressed or implied by s
forward-looking statements. These factors incliaeong others, the risks and uncertainties set forthe “Risk Factors$ection of the 201
Annual Report and elsewhere in this report, anthde such risks and uncertainties as:

» student loan portfolio risks such as interest kasis and repricing risk resulting from the facttthe interest rate characteristic
the student loan assets do not match the intemgstharacteristics of the funding for those assletsrisk of loss of floor income
certain student loans originated under the FFELgRm, risks related to the use of derivatives tmaga exposure to interest |
fluctuations, uncertainties regarding the expedtigefits from recently purchased securitized arseouritized FFELP student loa
and risks from changes in levels of student lo@payment or default rates;

» financing and liquidity risks, including risks ohanges in the general interest rate environmentirartide securitization and ott
financing markets for student loans, which may @ase the costs or limit the availability of finamg$é necessary to purche
refinance, or continue to hold student loans;

» risks from changes in the educational credit andices markets resulting from changes in applicdbles, regulations, al
government programs and budgets, such as the exbéetline over time in FFELP loan interest incand feebased revenues ¢
to the discontinuation of new FFELP loan originaioin 2010 and potential government initiativeslaygislative proposals
consolidate existing FFELP loans to the Federaé®it.oan Program or otherwise allow FFELP loanbdaefinanced with Fede
Direct Loan Program loans, risks related to redugmeernment payments to guaranty agencies to rigghsdbidefaulted FFELP loa
and services in support of those activities, rigtated to the Company's ability to maintain oré@ase volumes under the Compa
loan servicing contract with the Department, whidtounted for 23 percent of the Company'skfeged revenue in 2013, and r
related to the Company's ability to comply withesgments with thirgharty customers for the servicing of FFELP and Fald@irec
Loan Program loans;

e risks related to a breach of or failure in then(pany's operational or information systems oraistiiucture, or those of thigkrty
vendors;

e uncertainties inherent in forecasting futurencéigws from student loan assets and related dmsseted securitizations; a
» risks and uncertainties associated with litigatieatters and with maintaining compliance with théeagive regulatory requireme
applicable to the Company's businesses, and umt@tainherent in the estimates and assumptiormitabuture events th
management is required to make in the preparafitimeecCompany's consolidated financial statements.
All forward-looking statements contained in this report ardifipc by these cautionary statements and are noadie as of the date of tt

document. Although the Company may from time toetiwoluntarily update or revise its prior forwdmbking statements to reflect act
results or changes in the Company's expectatibaszbompany disclaims any commitment to do so exagpéquired by securities laws.
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OVERVIEW

The Company is an education services company fdcpsearily on providing fee-based processing smwiand quality educatiaedatec
products and services in four core areas: assetgeament and finance, loan servicing, payment psings and enrollment servic
(education planning). These products and serviedp bktudents and families plan, prepare, and paytHeir education and make
administrative and financial processes more efiici®r schools and financial organizations. In #ddi the Company earns net inte
income on a portfolio of federally insured studieatns.

A reconciliation of the Company's GAAP net incormenet income, excluding derivative market value foréign currency adjustments
provided below.

Three months ended June 30, Six months ended June 30,
2014 2013 2014 2013
GAAP net income attributable to Nelnet, Inc. $ 74,994 101,24 148,78( 169,32.
Derivative market value and foreign currency adnesits, net of tax (4,82¢) (30,099 (6,044 (35,83)
Net income, excluding derivative market value ameifjn currency
adjustments (a) $ 70,16¢ 71,14¢ 142,73t 133,48!
Earnings per share:
GAAP net income attributable to Nelnet, Inc. $ 1.61 2.17 3.2C 3.68
Derivative market value and foreign currency adnesits, net of tax (0.10 (0.69) (0.1%) (0.77)
Net income, excluding derivative market value ameign currency _
adjustments (a) $ 1.51 1.5¢ 3.07 2.8¢€

(& The Company provides n@AAP information that reflects specific items maeagent believes to be important in the evaluatiorit®ffinancial position ar
performance. "Derivative market value and foreigmrency adjustments" include (i) the unrealizedhgeand losses that are caused by changes in fakesva
derivatives which do not qualify for "hedge treattieunder GAAP; and (ii) the foreign currency traoson gains or losses caused by thenessurement of tl
Company's Euro-denominated bonds to U.S. dollanre Company believes these pointime estimates of asset and liability values relai® these financi
instruments that are subject to interest and cayreate fluctuations affect the period{teriod comparability of the results of operatioAscordingly, the Compar
provides operating results excluding these itemsdmparability purposes.

Included in net income for the three and six mgmhiods ended June 30, 2013 were gains on theategme of the Company's own asset-
backed debt securities of $7.4 million ($0.10 pears after tax) and $8.7 million ($0.12 per shdterdax), respectively. Excluding the
gains, the increase in net income, excluding dévieanarket value and foreign currency adjustmentshe 2014periods compared with t
same periods in 201®as primarily due to an increase in income from @@nmpany's student loan portfolio, an increasengome fron
providing investment advisory services through aCSEgistered investment advisor subsidiary, andnarease in gains from investm
activities. The increase in income from the Compmastudent loan portfolio in 2014 compared to 2@53 due to an increase in the portf
from recent acquisitions and a lower provisionlé@n losses expense recorded in 2014 comparedlt 20

The Company earns net interest income on its FF&LUBent loan portfolio in its Asset Generation &andnagement ("AGM") operatir
segment. This segment is expected to generatdke stat interest margin and significant amountsasth as the FFELP portfolio amorti:
As of June 30, 2014 , the Company had a $29.3biitudent loan portfolio that will amortize over thext approximately 25 years. 1
Company actively seeks to acquire additional FFHbdh portfolios to leverage its servicing scale @&xgertise to generate increme
earnings and cash flow.

In addition, the Company earns fee-based revenoegh the following reportable operating segments:

» Student Loan and Guaranty Servicing ("LGStgferred to as Nelnet Diversified Solutions ("NC
e Tuition Payment Processing and Campus Comme&retP&CC") -referred to as Nelnet Business Solutions ("Nl
e Enrollment Servicescommonly called Nelnet Enroliment Solutions ("NE
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The information below provides the operating restdr each reportable operating segment for theetland six months endddne 30, 201

and 201

3 (dollars in millions).

Q22014 ®mQ22013 2014YTD 2013YTD

Fee Based
LGS (a) TPP&CC NES Segments AGM (b)

$248.5 ¢340.1

$197.95190.0

$1293 ¢1116
$1223
$ $117.2 $1047 $05.8
$80.3 $74.0 )
$47.1 $41.8  gapn $938
Revenue $21.8 $18.4 $20.1 $24.8
I [ |
$929 483
$49.6 166
$34.7 $34.0
$27.2 $25.9
$13.2 $14.1 $15.1 $16.5
$8.0 $7.7
-- $24 $22 $0.2 $0.4
Net Income — — _
$(0.5) $(0.5)
Bef"r:;?;:’z)m““g 26.6% 30.8%27.5% 28.9%  17.6% 19.7% 27.5%29.9%  (4.0%) 12% (1.9%) 12%  19.9% 22.8% 22.5%22.9%
(@) Revenue includes intersegment revenue of $13.8omidind $13.9 million for the three months endedeJBO0, 2014 and 2013, respectively, and $28.0aniléinc

(b)

(©)
Student

$28.9 million for the six months ended June 30428id 2013, respectively, earned by LGS as a refatrvicing loans for AGM.

Total revenue includes "net interest income afterigion for loan losses" and "total other incorfrem the Company's segment statements of inconudy@ing the
impact from changes in fair values of derivativesl doreign currency transaction adjustments, whiels income of $8.8 million and $43.1 million foretlhre:
months ended June 30, 2014 and 2013, respectamdyincome of $12.3 million and $48.4 million fbetsix months ended June 30, 2014 and 2013, reésggciNel
income excludes changes in fair values of derieatiand foreign currency transaction adjustmentfrax, which was income of $5.5 million and $2énillion for
the three months ended June 30, 2014 and 2013:ctesgy, and income of $7.6 million and $30.0 roiil for the six months ended June 30, 2014 and,
respectively.

Computed as income before income taxes dividedtay tevenue

Loan and Guaranty Servicir

As of June 30, 2014 the Company was servicing $150.0 billion in FFElffivate, and government owned student loan
compared with $116.8 billion of loans as of JuneZI3 .

Revenue increased in the three and six monttiecedune 30, 2014 compared to the same periodliBidzie to growth in servicir
volume under the Company's contract with the Depant, offset partially by a decrease in traditioREELP servicing revent
Revenue from the Department servicing contracteased to $31.0 million and $60.9 million for theetth and six months enc
June 30, 2014 , respectively, compared to $22.lomiand $42.5 million, respectively, for the sapeiods in 2013 . As afune 3(
2014 , the Company was servicing $123.2 billiotoahs for 5.5 million borrowers under this contract

The servicing contract with the Department waginally scheduled to expire in June 2014, witliva-year extension at the option
the Department. Effective as of June 17, 201¢l Dbpartment exercised its optional ordering petioelxtend the servicing contr
for an additional five years through June 16, 20IT%e Company expects the performance metrics terme loan servicir
volume allocation each servicer will receive and #imountservicers may be paid per borrower will change rduthe extende
period of the contract.

Before tax operating margin was 26.6% and 30.8%tferthree months ended June 30, 2014 and 201 atdgely, and 27.5% a

28.9% for the six months ended June 30, 2014 ai8,2@spectively. Operating margin in this segnveilitcontinue to decrease
the volume of loans serviced under the Departmemicng contract increases as a percentage ohbweiume serviced.
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Recent federal budget provisions that became éeffeduly 1, 2014 reduced payments by the Departrieeguiaranty agencies
assisting student loan borrowers with the rehalidih of defaulted loans under FFELP. Rehabilitatiollection revenue recogniz
by the Company was $17.3 million and $13.6 million the three months ended June 30, 28tdd 2013, respectively, and $3
million and $25.7 million for the six months endéghe 30, 2014 and 2013, respectively. The Compatigigates this revenue w
be negatively impacted as a result of these federddet provisions.

Tuition Payment Processing and Campus Commerce

On June 3, 2014, the Company purchased 100 pesté¢ime ownership interests of RenWeb for total ademtion of $46.3 millio
(of which $2.3 million represents the estimated Yailue of contingent consideration). RenWeb presidchool information syste
for private and faittbased schools that currently help over 3,000 sshaaotomate administrative processes such as adms
scheduling, student billing, attendance, and glamik management. The Company currently offersatithanagement and financ
needs assessment services to over 6,500 scho@scophbination of RenWeb’s school administratiortvgafe and the Compary’
tuition management and financial needs assessnegwicas are expected to significantly increase vhkie of the Company’
offerings, allowing the Company to deliver a contyesive suite of solutions to over 8,500 schootaasrs in this area. The resi
of operations of RenWeb are reported in the Compatgnsolidated financial statements from the ddtacquisition. RenWet
revenue for the twelve months ended December 313 &@&s $14 million.

In addition to the acquisition of RenWeb, reverncreased in the three and six months ended3n2014compared to the sai
periods in 2013lue to increases in the number of managed tuityment plans, campus commerce customer transactiome
and new school customers.

Excluding the amortization of intangibles, befaa® bperating margin was 24.1% for both the threathmended June 30, 2014
2013 and 32.7% and 33.9% for the six months ended 30, 2014 and 2013, respectively.

This segment is subject to seasonal fluctuatiomseB on the timing of when revenue is recognizedveren expenses are incuri
revenue and operating margin are higher in thedinarter as compared to the remainder of the year.

Enroliment Services

Revenue decreased in the three and six montlesdelune 30, 2014 compared to the same periodilBidRie to a decrease in inqL
management and generation revenue as a resulkt oégulatory uncertainty regarding recruiting anarkating to potential stude!
in the for-profit college industry, which has cadisehools to decrease spending on marketing efforts

The Company continues to focus on improving thefitadaility of this segment by reducing operatingperses in reaction to 1
ongoing decline in revenue and gross margin.

Due to the omoing decrease in school spending on marketingtsffeffective August 29, 2014, the Company witigsproviding
inquiry generation services. The initial and gming impact to net income as a result of shuttiogn the inquiry generation servis
portion of this segment is expected to be immateria

Asset Generation and Manageme

The Company acquired $5.2 billion of studennkduring the first six months of 2014f which $4.8 billion were purchased in
second quarter. The average loan portfolio baldoc¢he three months ended June 30, 28dd 2013 was $28.2 billion and $2
billion, respectively.

Forecasted future cash flows from the CompaRiFELP student loan portfolio financed in assatked securitization transacti
are estimated to be approximately $2.39 billiomfa3une 30, 2014 .

Core student loan spread was 1.46% for the tm@eths ended June 30, 201lebmpared to 1.44% for the three months ended Ih
31, 2014 and 1.52% for the three months ended 30n2013. The year over year decrease in studantdpread was the resuli
recent consolidation loan acquisitions, which hbweer margins but longer terms. The increase idestiti loan spread for the th
months ended June 30, 2014 compared to the threthmended March 31, 2014, was due to an increafieed rate floor incom
Due to recent loan acquisitions, the Company iriegrfixed rate floor income on a larger portfolio.

30




» Due to historically low interest rates, the Compayntinues to earn significant fixed rate floorante. During the three mon
ended June 30, 20khd 2013, the Company earned $43.6 million and1$8tllion, respectively, of fixed rate floor inconfeet o
$7.0 million and $8.5 million of derivative settlents, respectively, used to hedge such loans).fAsire 30, 2014, the Compe
was earning fixed rate floor income on $13.0 hillaf student loans.

e The provision for loan losses on the Comparfgderally insured loans was $2.0 million and $&illion for the three months enc
June 30, 2014 and 2013, respectively, and $5.0omilhknd $11.0 million for the six months ended J&@ 2014 and 201
respectively. As the Compamybverall student loan portfolio continues to seasith the length of time that loans are in ac
repayment, credit performance continues to improve.

Corporate Activities

*  Whitetail Rock Capital Management, LLC ("WRCM1the Company's SEegistered investment advisory subsidiary, recap
investment advisory revenue of $7.0 million and3$iillion for the three months ended June 30, 28id 2013, respectively, &
$12.2 million and $9.2 million for the six monthsded June 30, 2014 and 2013, respectively. WRCMseamnual fees of up to
basis points on the outstanding balance of invastsnand up to 50 percent of the gains from the eflgecurities for which
provides advisory services. Due to improvementthe capital markets, the opportunities to earnquardnce fees on the sale
securities are becoming more limited. As of June2804 , WRCM was managing an investment portfofi$814.4 million for third-
party entities.

* The Company had $2.1 million in gains on investits during the three months ended June 30, 26a@rhpared to a net loss of $
million for the same period in 2013. The Compang ains on investments of $9.3 million and $1.0ianl during the six montt
ended June 30, 2014 and 2013, respectively.

e The Company effective tax rate was 36.5% and 35.1% in theettmonths ended June 30, 2014 and 2013, respgctivel 36.09
and 35.5% in the six months ended June 30, 201428148, respectively. The lower effective tax saile 2013 were due to t
resolution of certain tax positions which loweradame tax expense.

Liquidity and Capital Resource
e As of June 30, 2014, the Company had cash andtmeess of $233.6 millio
»  For the six months ended June 30, 2014, the @agngenerated $156.5 million net cash provided by operating activit
e On June 30, 2014, the Companyinsecured line of credit was amended to incrdaséne of credit from $275.0 million to $35!
million and extend the maturity date from March 2818 to June 30, 2019. As of June 30, 2014, $6tlldon was outstanding ¢

the line of credit and $285.0 million was availafie future use.

» During the three months ended June 30, 2014Ctmpany repurchased a total of 209,940 sharedasE@ common stock f$8.4
million ( $40.18 per share).

» The Company intends to use its liquidity positioncapitalize on market opportunities, including [EPEstudent loan acquisitiol
strategic acquisitions and investments in its darginess areas of loan financing, loan serviciagment processing, and enrollnr
services; and capital management initiatives, liolg stock repurchases, debt repurchases, andediyidistributions.

CONSOLIDATED RESULTS OF OPERATIONS

Analysis of the Company's operating results fortttiee and six months ended June 30, 2014 compatked same periods in 2013 is
summarized below.

The Company’s operating results are primarily driby the performance of its existing portfolio ahe revenues generated by its e
businesses and the costs to provide such servides.performance of the Compasyportfolio is driven by net interest income (wt
includes financing costs) and losses related tdicgriality of the assets, along with the cost donanister and service the assets and re
debt.
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The Company operates as four distinct operatingisets as described previously. For a reconciliabbthe segment operating results to
consolidated results of operations, see note lfhefotes to consolidated financial statementuded under Part I, Item 1 of this rep
Since the Company monitors and assesses its apegatnd results based on these segments, thesi@tfisllowing the consolidated rest
of operations is presented on a segment basis.

Three months Six months
ended June 30, ended June 30,
2014 2013 2014 2013 Additional information
Increase is due to an increase in the averagerstimin balance, gross fix:
rate floor income, and student loan discount ammehet), partially offset by
decrease in gross variable student loan yield antherease in consolidatic
Loan interest $ 175,46t 158,06: 332,36! 313,60: rebate fees.
Includes income from unrestricted interesning deposits and investme
Investment interest 1,482 1,48t 3,461 3,10C  and funds in asset-backed securitizations.
Total interest income 176,94¢ 159,54¢ 335,82: 316,70:
Increase due to an increase in average debt odistaand an increase in t
Interest expense 69,23t 58,127 129,23! 116,48  Company's cost of funds.
Net interest income 107,71: 101,41¢ 206,58 200,21° See table below for additional analysis.
Represents the periodic expense of maintaining llawance appropriate 1
absorb losses inherent in the portfolio of studeans. See AGM operatir
Less provision for loan losses 1,50( 5,00( 4,00( 10,00(  segment - results of operations.
Net interest income after
provision for loan losses 106,21: 96,41¢ 202,58: 190,21
Other income:
LGS revenue 66,46( 60,07¢ 131,21 115,67¢ See LGS operating segment - results of operations.
TPP&CC revenue 21,83« 18,35¢ 47,06¢ 41,767 See TPP&CC operating segment - results of operation
NES revenue 20,14 24,82 42,15¢ 53,78(  See NES operating segment - results of operations.
Other income 15,31¢ 12,28t 33,44¢ 21,70¢  See table below for the components of "other incbme
Gains are primarily from the repurchase of the Camyfs own assdiackec
Gain on sale of loans and debt debt securities. Due to improvements in the capitatkets, the opportunitit
repurchases 18 7,35¢ 57 8,76z  for the Company to repurchase debt at less thaampdvecoming more limited.
The Company maintains an overall risk managemeatesfy that incorporate
the use of derivative instruments to reduce theneanc effect of interest ra
volatility. Derivative settlements for each appbtaperiod should be evaluat
with the Company's net interest income. See taldivb for additiona
Derivative settlements, net (6,219 (8,357) (12,449 (16,54 analysis.
Includes (i) the unrealized gains and losses thataused by changes in f
Derivative market value and values of derivatives which do not qualify for "lgedtreatment” under GAAI
foreign currency and (ii) the foreign currency transaction gainslasses caused by the re-
adjustments, net 7,784 48,54¢ 9,74¢ 57,80. measurement of the Company's Euro-denominated korldsS. dollars.
Total other income 125,34: 163,08t 251,25l 282,95:
Operating expenses:
Increase is due to additional personnel to suppunteased LGS servicir
Salaries and benefits 53,88¢ 47,43. 106,37: 95,337 volume and TPP&CC revenue, partially offset by exggereductions at NES.
Cost to provide enrollment
services 13,31 16,787 27,78t 36,42¢ See NES operating segment - results of operations.
Depreciation and amortization 5,21« 4,32( 9,997 8,697
Other 40,371 34,36¢ 76,00« 69,30¢
Total operating expenses 112,79( 102,90- 220,15! 209,76¢
Income before income taxe: 118,76" 156,60: 233,67! 263,40(
The effective tax rate was 36.5% and 35.1% in lineet months ended June
2014 and 2013, respectively, and 36.0% and 35.5%hensix months ende
Income tax expense 43,07¢ 54,74¢ 83,68 93,19¢  June 30, 2014 and 2013, respectively.
Net income 75,681 101,85 149,981 170,20
Net income attributable 1
noncontrolling interest 692 614 1,20¢ 88t
Net income attributable to
Nelnet, Inc. 74,99¢ 101,24: 148,78 169,32:
Additional information:
Net income attributable to Nelnet,
Inc. $ 74,99 101,24: 148,78 169,32:
Derivative market value and foreign
currency adjustments (7,784 (48,54 (9,749 (57,80) The Company provides ndBAAP information that reflects specific iter
2,05¢ 18,44’ 3,70+ 21,96 management believes to be important in the evaloaif its operating result
Tax effect ‘ The Company believes the pointtime estimates of asset and liability val
Net income attributable to Nelnet, related to its derivatives and Eudenominated bonds that are subjec
Inc., excluding derivative market interest and currency rate fluctuations affectgbeod-toperiod comparabilit
value and foreign currency of the results of operations. These items are eedihere for comparabili
70,16¢ 71,14¢ 142,731 133,48!

adjustments

purposes.
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The following table summarizes the components ef interest income" and "derivative settlements,'ne

Three months ended

Six months ended

Additional information

June 30, June 30,
2014 2013 2014 2013

Variable student loan interest

margin, net of settlements on

derivatives $ 58,62% 58,07¢ 113,02 113,69
Fixed rate floor income, net of

settlements on derivatives 43,607 36,05¢ 81,45 71,77:
Investment interest 1,48 1,48:¢ 3,461 3,10(
Non-portfolio related derivative

settlements (25€) (512 (50€) (21,1579
Corporate debt interest expense (1,96)) (2,047 (3,286 (3,736

Net interest income (net of . '
settlements on derivatives) $  101,49¢ 93,06: 194,14: 183,67t

The following table summarizes the components tiébincome."

Three months ended

Represents the yield the Company receives on iidest loar
portfolio less the cost of funding these loans.iafae student loa
spread is also impacted by the amortization/acmef loar
premiums and discounts, the 1.05% per year coruai loar
rebate fee paid to the Department, and yield amjests fromn
borrower benefit programs. See AGM operating segmessults o
operations.

The Company has a portfolio of student loans thrat earning
interest at a fixed borrower rate which exceeds shetutorily
defined variable lender rates, generating fixed flator income. Se
Item 3, "Quantitative and Qualitative Disclosurdsost Market Risl
- Interest Rate Risk" for additional information.

Includes interest expense on the Junior Subordinatebrid
Securities and unsecured and secured lines oftcredi

Six months ended Jun

June 30, 30,
2014 2013 2014 2013

Borrower late fee income $ 3,55i 3,23: 7,244 6,73¢
Investment advisory fees 7,00¢ 6,33¢ 12,22¢ 9,16¢
Realized and unrealized gains/(losses) on invessner

net 2,081 (15§) 9,291 99¢
Other 2,66¢ 2,87¢ 4,68: 4,80¢

Other income $ 15,31¢ 12,28¢ 33,44t 21,70
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STUDENT LOAN AND GUARANTY SERVICING OPERATING SEGME NT — RESULTS OF OPERATIONS

Student Loan Servicing Volumes (dollars in milliohs

I Government Servicing

M Private Servicing

11 FFELP Servicing

$147,883

$149,982

$150,000

$134,990

$138,208

$135,000

$116,810

$120,000

$112,841

$105,000

$90,000

$97,492

$75,000

$76,119

$60,000 -

$45,000 -

$30,000 -

$15,000 -

s_ =

Company
owned

% of total

Number of servicing borrowers:

Government
servicing:

FFELP
servicing:

Private
servicing:

Total:

Number of
remote hosted
borrowers:

$61,477

$1,931

$2,103

$2,173

$2,364

$2,505

$2,524

$2,611

$2,577

Dec31, 10

$23,727

Dec31,11 Dec31,12

$22,650

Mar 31, 13

$21,237

Jun 30,13

$20,820

Sep 30,13

$20,629

Dec31,13

$20,715

Mar31, 14

$21,397

Jun30,14

$21,192

$21,110

38.6%

2,804,50:

1,912,74

155,94

29.8%

3,036,53
1,799,48.

164,55:

21.8%

3,892,92!

1,626,14

173,94t

18.5%

4,261,63

1,586,31.

170,22:

17.7%

4,396,34.

1,529,20:

173,58t

15.3%

5,145,90:

1,507,45.

178,93!

15.5%

5,305,49

1,462,12;

195,58(

14.3%

5,438,93

1,426,43!

191,60t

14.1%

5,465,39!

1,390,54

186,86!

4,873,19

5,000,57;

5,693,02:

6,018,17:

6,099,13

6,832,28!

6,963,201

7,056,97.

7,042,79!

545,45¢

9,566,291

6,912,20

5,001,69!

3,218,891

1,986,861

1,915,20:

1,796,28

1,735,59
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Summary and Comparison of Operating ResL

Net interest income

Loan and guaranty servicing
revenue

Intersegment servicing revenue
Total other income

Salaries and benefits
Depreciation and amortization

Other expenses
Intersegment expenses, net

Total operating expenses

Income before income taxes
and corporate overhead
allocation

Corporate overhead allocation
Income before income taxes
Income tax expense
Net income

Before tax operating margin

Three months ended June

35

30, Six months ended June 30, Additional information
2014 2013 2014 2013
9 9 2C 19
66,46( 60,07¢ 131,21 115,67¢ See table below for additional analysis.
Represents revenue earned by the LGS operatingesge@s a resu
13,80( 13,90: 28,02: 28,85¢ of servicing loans for the AGM operating segment.
80,26( 73,98: 159,23t 144,53¢
Increase due to additional personnel to support itleeease it
33,09 28,09: 65,40( 56,53t volume under the Department servicing contract.
2,81¢ 2,731 5,60¢ 5,52(
Increase due to additional servicing volume andectibn cost:
incurred related to rehabilitating defaulted FFEb&ns on behalf ¢
guaranty agencies. Collection costs were $6.7 anill5.8 million
$12.2 million, and $11.0 million for the three mbstended June 3
2014 and 2013, and six months ended June 30, 20442813
19,81¢ 18,03: 38,267 36,42: respectively.
1,12¢ 851 2,207 1,78¢
56,85: 49,70 111,48: 100,26:
23,41¢ 24,28¢ 47,77¢ 44,29:
(2,060 (1,519 (3,920 (2,510
21,35¢ 22,77: 43,85¢ 41,78:
(8,11¢) (8,65%) (16,66%) (15,879
13,24: 14,11¢ 27,19: 25,90«
Operating margin in this segment will continue tcikase as tt
volume of loans serviced under the Department siyicontrac
increases as a percentage of overall volume sekvice
26.6% 30.8% 27.5% 28.9%




The following table summarizes the components afdiand guaranty servicing revenue."

Three months ended June

Additional information

30, Six months ended June 30,
2014 2013 2014 2013
Government servicing $ 31,01¢ 22,14( 60,87¢ 42 ,46¢
FFELP servicing 3,11¢€ 6,20( 6,532 11,52:
Private servicing 2,562 2,431 5,04¢ 4,657
FFELP guaranty servicing 2,937 3,07¢ 6,05¢ 6,19:
FFELP guaranty collection 20,66¢ 18,59: 38,32( 35,66(
Software services 5,114 7,19¢ 12,74« 14,47:
Other 1,04¢ 43¢ 1,641 718
Loan and guaranty servicing
revenue $ 66,46( 60,07¢ 131,21 115,67¢
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Increase due to an increase in the number of bemowerviced undi
the Department servicing contract.

Revenue in the three and six months ended Jun®QB include(
certain norrecurring deconversion fees. Excluding these fEEELP
servicing revenue decreased. Decrease will contiasiethirdparty
customers’ FFELP portfolios run off.

Revenue from guaranty servicing will decrease gofagvard as
FFELP portfolios run off and guaranty volume desesa

The Company earns revenue from getting defaultdeLPHoan asse’
current on behalf of guaranty agencies. Over tithis, FFELPrelated
revenue source will decrease as FFELP portfoliogicoe to run off
Also, recent federal budget provisions that becatfiective July 1
2014 will reduce payments by the Department to auigragencies fc
assisting student loan borrowers with the rehalitin of defaulte
loans under FFELP. Rehabilitation collection rewenacognized b
the Company for the three months ended June 3@} a6d 2013 an
six months ended June 30, 2014 and 2013 was $1iliBnn$13.6
million, $30.7 million, and $25.7 million, respeatly. The Compan
anticipates this revenue will be negatively impedais a result of the:
federal budget provisions.

A contract with a significant remote hosted custonepired in
December 2013. Revenue earned from this customehdothree an
six months ended June 30, 2013 was $2.2 million $4& million,
respectively. During the first quarter of 2014, fiempany settled
billing dispute related to a prior period and retiagd revenue of $2
million. Excluding these two items, software seesc revenu
increased due to an increase in the number of Wweno from othe
remote hosted customers.




TUITION PAYMENT PROCESSING AND CAMPUS COMMERCE OPER ATING SEGMENT — RESULTS OF OPERATIONS

This segment of the Compasybusiness is subject to seasonal fluctuationswbicrespond, or are related to, the traditionabst year
Tuition management revenue is recognized over thiese of the academic term, but the peak operdtamiwities take place in summer ¢
early fall. Higher amounts of revenue are typicatigognized during the first quarter due to fedated to grant and aid applications.
Company'’s operating expenses do not follow them®diy of the revenues. This is primarily due tengrally fixed yearound personn
costs and seasonal marketing costs. Based omtivggtdf revenue recognition and when expensesnargried, revenue and ptax operatin
margin are higher in the first quarter as compé#oatie remainder of the year.

As discussed above under "Overviewuition Payment Processing and Campus CommerceJuoe 3, 2014, the Company purch:
RenWeb. The results of operations of RenWeb arertegh in the Company's consolidated financial stetgs from the date of acquisiti
RenWeb's revenue for the twelve months ended Deeeih 2013 was $14 million.

Summary and Comparison of Operating ResL

Three months ended June Six months ended June
30, 30, Additional information

2014 2013 2014 2013
Net interest income $ 3 — 3 —

In addition to the acquisition of RenWeb referredbove
the remaining increase was due to an increase @i

" . d number of managed tuition payment plans, car
Tuition payment processing an commerce customer transaction volume, and new &

campus commerce revenue 21,83¢ 18,35¢ 47,06¢ 41,767  customers.

In addition to the acquisition of RenWeb referrecibove
the remaining increase was due to additional pewsoto

. ) _ support the increase in payment plans and conti
Salaries and benefits 11,11 9,42 21,13¢ 18,78¢  system maintenance and enhancements.

o . . . Increase due to the additional amortization ofrigtales
Depreciation and amortization 1,84t 1,132 3,27: 2,27C  from the purchase of RenWeb described above.

In addition to the acquisition of RenWeb referre@bove
the remaining increase was due to additional exgetc
support the increase in payment plans and conti

Other expenses 2,95¢ 2,19 5,60: 4,47¢  system maintenance and enhancements.
Intersegment expenses, net 1,404 1,49 2,82¢ 2,91¢
Total operating expenses 17,317 14,24* 32,83¢ 28,45¢

Income before income taxes
and corporate overhead

allocation 4,52( 4,111 14,23 13,31
Corporate overhead allocation (687) (509 (1,307%) (836)
Income before income taxes 3,83¢ 3,607 12,92¢ 12,47
Income tax expense (1,45¢€) (1,370 (4,910 (4,747
Net income $ 2,37 2,23 8,01¢ 7,73¢€

Excluding the amortization of intangibles, beforax

operating margin was 24.1% for both the three m&

ended June 30, 2014 and 2013, and 32.7% and 33£

the six months ended June 30, 2014 and :

respectively. As discussed previously, based orithieg

of revenue recognition and when expenses are &)

. . _ revenue and pr&x operating margin are higher in the f

Before tax operating margin 17.€% 19.7% 27.5% 29.9% quarter as compared to the remainder of the year.
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ENROLLMENT SERVICES OPERATING SEGMENT — RESULTS OF OPERATIONS

Summary and Comparison of Operating ResL

Three months ended June 30, Six months ended June 30, Additional information
2014 2013 2014 2013
Enroliment services revenue $ 20,14¢ 24,82% 42,15¢ 53,78( See table below for additional analysis.

Decrease due to cost saving measures initiatetie
Company in reaction to the ongoing decline

Salaries and benefits 4,13 4,80¢ 8,512 10,57¢ revenue.
Cost to provide enrollment services 13,31: 16,78 27,78¢ 36,42¢ See table below for additional analysis.
Depreciation and amortization 41 61 88 122
Other expenses 1,84¢ 1,242 3,292 2,89¢
Intersegment expenses, net 944 1,13( 1,95( 2,27¢

Total operating expenses 20,27: 24,03( 41,62¢ 52,300

Income (loss) before income taxes and corpora

overhead allocation (127) 79z 527 1,48(

Corporate overhead allocation (687) (509 (1,307%) (83€)

Income (loss) before income taxes (814) 28¢ (780) 644
Income tax benefit (expense) 30¢ (209 29¢€ (244)

Net income (loss) $ (50%) 18C (484) 40C
Before tax operating margin (4.00% 1.2% (1.9% 1.2%

The following tables summarize the components ofrdment services revenue" and "Cost to provid@kment services."

malqug;gxwent Inquiry management  Inquiry generation Content solutions
(marketing) (a) (software) (b) Digital marketing (c) Total
Three months ended June 30, 2014
Enrollment services revenue $ 12,507 94t 2,51% 90¢ 3,27 20,14
Cost to provide enrollment services 10,97¢ — 1,64¢ 47 642 13,31
Gross profit $ 1,531 94t 86¢ 861 2,62¢ 6,83¢
Gross profit % 12.2% 34.5%
Three months ended June 30, 2013
Enrollment services revenue $ 15,55( 914 3,87¢ 911 3,57( 24,82
Cost to provide enroliment services 13,75t — 2,47¢ 30 52¢ 16,787
Gross profit $ 1,79% 914 1,40¢ 881 3,04z 8,03¢
Gross profit % 11.5% 36.2%
Six months ended June 30, 2014
Enrollment services revenue $ 26,04« 2,01« 5,35¢ 1,97¢ 6,767 42,15¢
Cost to provide enrollment services 22,92¢ — 3,431 13t 1,291 27,78¢
Gross profit $ 3,11¢ 2,014 1,92¢ 1,841 5,472 14,37(
Gross profit % 12.0% 36.0%
Six months ended June 30, 2013
Enrollment services revenue $ 33,56 2,00¢ 8,30¢ 1,997 7,90z 53,78(
Cost to provide enroliment services 29,85: — 5,22¢ 117 1,231 36,42¢
Gross profit $ 3,71t 2,00¢ 3,07¢ 1,88( 6,671 17,35
Gross profit % 11.1% 37.0%

(a) Inquiry management (marketing) revenue dee&s3.0 million ( 19.6% ) and $7.5 million ( 22.4%or the three and six months ended June 30, 20i#pared to the sar
periods in 2013 respectively. Revenue from this service has lzdtatted by the ongoing regulatory uncertainty rdiay recruiting and marketing to potential studeint the
for-profit college industry, which has caused sdbdo decrease spending on marketing efforts.

(b)  Inquiry generation revenue decreased $ 1.Homi( 35.2% ) and $2.9 million ( 35.5% ) for tHeee and six months ended June 30, 2014 compatbé 8ame periods in 2013
respectively. Effective August 29, 2014, the Compawill stop providing inquiry generation serviceRevenue from this service has been affected by inggegulator



(©

uncertainty regarding recruiting and marketing éoeptial students in the farofit college industry. In addition, conversiorteg on inquiries are down. These items have ci
schools to decrease spending on marketing effbhs.initial and orgoing impact to net income as a result of shuttown the inquiry generation services is expectele
immaterial.

Content solutions revenue decreased $0.3amil(8.3%) and $1.1 million (14.4%) for the threedaix months ended June 30, 2014 compared to the geriods in 2013
respectively, due to the divesture of the Compadist'snarketing business in March 2013.
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ASSET GENERATION AND MANAGEMENT OPERATING SEGMENT — RESULTS OF OPERATIONS

Student Loan Portfolic

As of June 30, 2014 , the Company had a $29.®billtudent loan portfolio that will amortize ovhetext approximately 25 years. For a
summary of the Company’s student loan portfoli@&adune 30, 2014 and December 31, 2048e note 2 of the notes to consolidated fina
statements included under Part I, Item 1 of thi®re

Loan Activity

The following table sets forth the activity of l@an

Three months ended June 30, Six months ended June 30,
2014 2013 2014 2013

Beginning balance $ 25,814,19 25,030,59 26,121,30 24,995,88
Loan acquisitions 4,800,641 403,01¢ 5,187,89 1,146,78.
Repayments, claims, capitalized interest,

participations, and other (825,36 (592,099 (1,374,07)) (1,146,34)
Consolidation loans lost to external parties (209,679 (123,149 (355,34) (266,299
Loans sold (6) 3 (6) (11,65))
Ending balance $ 29,579,78 24,718,36 29,579,78 24,718,36

Allowance for Loan Losses, Loan Repurchase Obligais, and Loan Delinquencie

The Company maintains an allowance appropriat®sord losses, net of recoveries, inherent in thif@im of student loans, which results
periodic expense provisions for loan losses. Initad the Company’s servicing operations are adiligl to repurchase certain niealerally
insured loans subject to participation interestshim event such loans become 60 or 90 days delmgard the Company has also reta
credit risk related to certain ndaderally insured loans sold and will pay cash tochase back any of these loans which become 6§
delinquent. Further, delinquencies have the paiktai adversely impact the Compasgarnings through increased servicing and catie
costs and account charge-offs.

For a summary of the activity in the allowance Ifman losses and accrual related to the Compangts lepurchase obligations for ttieree
and six months ended June 30, 2014 and 2013 , awudnenary of the Company's student loan delinquemgunts as of June 30, 2014
December 31, 2013, and June 30, 204&e note 2 of the notes to consolidated finastéaements included under Part I, Item 1 of tbport.

The Company's provision for loan losses and chaffgeof federally insured loans has decreased dutfire first six months of 2014
compared to 2013. The Compasyprimary driver for loan growth has been acquiritgdent loan portfolios. The Company records ¢
acquired net of any credit exposure through a tdiscount, separate from the allowance for lomséds. This credit discount is naneretabl
to interest income. The Company continues to uatal credit losses associated with purchased Ibassd on current information ¢
changes in expectations to determine the neednfprdditional allowance for loan losses. The megairchases of large loan portfolios h
resulted in an increase in the naceretable discount balance, but no additionahaite for loan losses associated with these rdoar
portfolios has been necessary. In addition, asGbmpanys overall student loan portfolio continues to seastth the length of time th
loans are in active repayment, credit performarmediicues to improve.
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Student Loan Spread Analys

The following table analyzes the student loan sprea the Companyg’ portfolio of student loans, which representsspeead between t
yield earned on student loan assets and the cbits babilities and derivative instruments usedund the asset

Three months ended Six months ended
June 30, March 31, June 30, June 30, June 30,
2014 2014 2013 2014 2013
Variable student loan yield, gross 2.54% 2.5(% 2.5¢% 2.52 % 2.57%
Consolidation rebate fees (0.82) (0.80) (0.77) (0.81) (0.79)
Discount accretion, net of premium and deferred
origination costs amortization 0.0¢€ 0.0¢ 0.0¢ 0.0€ 0.0
Variable student loan yield, net 1.7¢ 1.7t 1.8¢ 1.77 1.8¢
Student loan cost of funds - interest expense (0.95) (0.92) (0.9)) (0.99) (0.97)
Student loan cost of funds - derivative settlements 0.01 0.0z 0.01 0.01 0.01
Variable student loan spread 0.84 0.8t 0.9 0.8 0.9
Fixed rate floor income, net of settlements on
derivatives 0.62 0.5¢ 0.5¢ 0.61 0.5¢
Core student loan spread 1.4€% 1.42% 1.52 % 1.45% 1.51%
Average balance of student loans $ 28,163,62 25,915,05 24,798,53 27,039,33 24,789,98
Average balance of debt outstanding 28,229,14 25,826,65 24,832,55 27,034,53 24,828,00

A trend analysis of the Company's core and varighldent loan spreads is summarized below.

1.60% 0.50%
1.57% :
1.50% it 136% >
1.40% 1.46% 040% &
. 1.44% =
2 & 120% 0.30% &
=
- o
o 0.96% z
53 1.00% 0.94% - 0.96% 020% &
S g 0.91% e — é:)
il 0.85% 0.84% g
0.80% 0.10% &
0.10% 0.09%
0.07% 0.07% 0.07% 0.07%
0.60% 0.00%
Q113 Q213 Q3 13 Q413 Ql 14 Q2 14
@®Variable ®Core Asset/Liability Base Rate Spread

(a) The interest earned on a large portion of the Cawyipd=FELP student loan assets is indexed to teermmth LIBOR rate. Tt
Company funds the majority of its assets with thmemnth LIBOR indexed floating rate securities. Thkationship between t
indices in which the Company earns interest ooésis and funds such loans has a significant impacttudent loan spree
This table (the right axis) shows the differencéween the Company's liability base rate and thermoath LIBOR rate b
quarter.

Variable student loan spread decreased duringhtiee tand six months ended June 30, 2014 as a ofseltent acquisitions of consolidat
loans, which have lower margins but longer terms.
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The primary difference between variable student Ispread and core student loan spread is fixedlomieincome. A summary of fixed re
floor income and its contribution to core studerarl spread follows:

Three months ended Six months ended
March 31,
June 30, 2014 2014 June 30, 2013  June 30, 2014  June 30, 2013
Fixed rate floor income, gross $ 50,58: 44,79 44,59( 95,37¢ 88,61
Derivative settlements (a) (6,974 (6,950 (8,539 (13,92¢) (16,839
Fixed rate floor income, net $ 43,60" 37,84 36,05¢ 81,45 71,77
Fixed rate floor income contribution to
spread, net 0.62% 0.5%% 0.5¢% 0.61% 0.5¢%

() Includes settlement payments on derivatives usbédge student loans earning fixed rate floor ine.

Fixed rate floor income increased during the thmeanths ended June 30, 2014, due to recent purcloideans earning fixed rate flc
income. The high levels of fixed rate floor incomarned during 2014 and 2048 due to historically low interest rates. Ifeirgst rate
remain low, the Company anticipates continuing dmesignificant fixed rate floor income in futurerpds. See Item 3Quantitative an
Qualitative Disclosures About Market Risk,” whiclopides additional detail on the Compamyortfolio earning fixed rate floor income
the derivatives used by the Company to hedge tloess.
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Summary and Comparison of Operating ResL

Three months ended

Six months ended June

June 30, 30, Additional information
2014 2013 2014 2013
Net interest income after provision for
loan losses $ 106,12¢ 96,25¢ 201,15 189,42°  See table below for additional analysis.
The primary component of other income is borrovae
fees, which were $3.6 million, $3.2 million, $7.2llfan,
and $6.7 million for the three months ended June284
and 2013 and six months ended June 30, 2014 ar@|
Other income 4,49¢ 3,03( 8,66( 7,22¢  respectively.
Gains are primarily from the Company repurchasitg
. own assebacked debt securities. Due to improvemen
Gain on sale of loans and debt the capital markets, the opportunities for the Canypto
repurchases 18 7,35¢ 57 8,762z repurchase debt at less than par are becoming limnited.
Includes (i) the unrealized gains and losses tretause
by changes in fair values of derivatives which dot
qualify for "hedge treatment" under GAAP; and (iije
o . foreign currency transaction gains or losses cabgethe
Derivative market value and foreign re-measurement of the Company's Edemominated bonc
currency adjustments, net 8,84¢ 43,09¢ 12,32¢ 48,37  to U.S. dollars.
The Company maintains an overall risk managel
strategy that incorporates the use of derivatiwtriment:
to reduce the economic effect of interest rate tilihja
Derivative settlements for each applicable periodutd be
evaluated with the Company's net interest incom:
Derivative settlements, net (5,95¢) (7,845 (11,939 (15,384 reflected in the table below.
Total other income 7,404 45,63¢ 9,107 48,97¢
Salaries and benefits 57C 592 1,17¢ 1,15¢
Increase due to higher third party servicing fedated to :
significant amount of recent loan purchases beérgiced
Other expenses 8,84t 7,92 15,99: 15,43¢ at third parties.
Amount includes fees paid to the LGS operating s
for the servicing of the Comparsy’ student loa
portfolio. Such amounts have decreased as the .
Intersegment expenses, net 13,96¢ 14,10¢ 28,33¢ 29,25(  portfolio serviced by LGS runs off.
Total operating expenses 23,38 22,62 45,50¢ 45,84(
Income before income taxes and
corporate overhead allocation 90,14 119,26¢ 164,75: 192,56:
Corporate overhead allocation (1,249 (1,087) (2,57¢ (1,799
Income before income taxes 88,89¢ 118,18 162,17: 190,76¢
Income tax expense (33,78) (44,91) (61,625 (72,49
Net income $ 55,117 73,27¢ 100,54¢ 118,27
Additional information:
Net income $ 55,117 73,27¢ 100,54¢ 118,27° The Company provides ndBAAP information that reflect
s . specific items management believes to be impoitatie
Derivative 'T.‘a”‘et value and foreign . .~ evaluation of its operating results. The Companlebes
currency adjustments, net (8,849 (43,099 (12,329 (48,37)  the pointintime estimates of asset and liability val
Tax effect 3,362 16,37¢ 4.68¢ 18,38: related to its derivatives and Eulenominated bonds tr
. . . are subject to interest and currency rate flucbnatiaffec
Net InCokmte, elxcmd'ggfl derivative the period-tgseriod comparability of the results
market value and roreign currenc ; _operations. These items are excluded here for cahibity
adjustments 49,631 46,55¢ 92,90° 88,28 purposes.
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The following table summarizes the components ef interest income after provision for loan lossasd "derivative settlements, net."

Three months ended  Six months ended Juna

June 30, 30, Additional information
2014 2013 2014 2013
) . ) Increase due to an increase in the average studan
Variable interest income, net of portfolio, partially offset by a decrease in thelgli earne:
settlements on derivatives $ 179,59 159,92¢ 340,54. 317,47 on student loans, net of settlements on derivatives
Increase due to an increase in the average coasofi
Consolidation rebate fees (57,87)) (47,329 (109,19 (94,537 loan balance.
Discount accretion, net of premium and
deferred origination costs Increase due to the Company's purchase of loaasnat
amortization 4,17¢ 1,56¢ 7,621 3,50¢  discount over the last several years.
Increase due to an increase in the average dedianding
Interest on bonds and notes payable (67,277) (56,08¢) (125,957 (112,749 and an increase in the Company's cost of funds.
Variable student loan interest margin,
net of settlements on derivatives 58,627 58,07¢ 113,02 113,69
Fixed rate floor income, net of The high levels of fixed rate floor income earnee @ue tc
settlements on derivatives 43,60 36,05¢ 81,45 71,772 historically low interest rates.
Investment interest 96 112 205 227
Intercompany interest (662) (839 (1,459 (1,659
Provision for loan losses - federally
insured (2,000 (5,000 (5,000 (11,000
Recovery of loan losses - non-federally
insured 50C — 1,00( 1,00(

Net interest income after provision for

loan losses (net of settlements on
derivatives) $ 100,16¢ 88,41( 189,21¢ 174,04:

LIQUIDITY AND CAPITAL RESOURCES

The Company’s fee generating businesses arecapital intensive and all produce positive operatiash flows. As such, a minimal amc
of debt and equity capital is allocated to thelf@sed segments and any liquidity or capital neselsatisfied using cash flow from operatic
Therefore, the Liquidity and Capital Resources uis@n is concentrated on the Companiiguidity and capital needs to meet existing
obligations in the Asset Generation and Managempetating segment.

Sources of Liquidity Currently Available

As of June 30, 2014the Company had cash and investments of $233l@miln addition, the Company has historicallyngeated positiv
cash flow from operations. For the six months endiegne 30, 2014nd the year ended December 31, 2013, the Compaetytsash provide
by operating activities was $156.5 million and $28million, respectively.

In addition, the Company has an unsecured lingafitthat matures on June 30, 2019. As of Jun@@D4, $65.0 milliorwas outstanding ¢
the unsecured line of credit and $285.0 million weailable for future use.

As part of the Company’s asdsticked securitizations, the Company has purchasedirt of the Class B subordinated note trancha
addition, the Company has repurchased certainsofvin assebacked securities (bonds and notes payable) irs¢bendary market. F
accounting purposes, these notes are effectivéiledeand are not included on the Compangonsolidated balance sheet. However,
securities are legally outstanding at the trusellend the Company could sell these notes to tharties or redeem the notes at par as ci
generated by the trust estate. Upon a sale oé thetes to third parties, the Company would obtash proceeds equal to the market vali
the notes on the date of such sale. As of Jun@@®D4 , the Company holds $92.5 million (par valokjts own assebacked securities tf
are not included in the consolidated financialestegnts.
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The Company intends to use its liquidity positioncapitalize on market opportunities, including EPEstudent loan acquisitions; strate
acquisitions and investments, including continuegestments in its core business areas of assetgmaremt and finance, loan servici
payment processing, and enrollment services; apifatananagement initiatives, including stock refwases, debt repurchases, and divi
distributions.

Cash Flows

During the six months ended June 30, 2014 , theg@om generated $156.5 million from operating atiigi compared to $153.2 millidor
the same period in 2013. The increase in cash gedvby operating activities reflects changes inatligistments to net income for noast
depreciation and amortization, neash foreign currency transaction adjustmentseelad the Company's Euro denominated bonds pa
and noneash fair value adjustments for derivatives. THaséors were offset by the lower level of net in@in 2014. Accrued interest
loans purchased is included in cash flows from afireg activities in the respective period. Netghased accrued interest was $43.1 mi
and $19.0 million for the six months ended June2Bd4 and 2013, respectively.

The primary items included in the statement of déshlis for investing activities are the purchasd aepayment of student loans. The prin
items included in financing activities are the meds from the issuance of and payments on bondsi@ed payable used to fund stu
loans. Cash used in investing activities and caskigled by financing activities for the six montlaisded June 30, 2014 was $1.2 billenm
$1.0 billion , respectively. Investing and finargiactivities are further addressed in the discustiat follows.

Liquidity Needs and Sources of Liquidity Availableto Satisfy Debt Obligations Secured by Student LoaAssets and Related Collater:

The following table shows the Company's debt olilige outstanding that are secured by studentdsaats and related collateral.

As of June 30, 2014

Carrying
amount Final maturity
Bonds and notes issued in asset-backed secuntizati $ 28,545,84 5/25/18 - 8/26/52
FFELP warehouse facilities 1,139,75I 1/17/16 - 6/11/17
Other borrowings 63,06¢ 10/31/14 - 11/11/15
$ 29,748,66

Bonds and Notes Issued in As-backed Securitizations

The majority of the Company'’s portfolio of studéméns is funded in assbicked securitizations that are structured to smitisily match th
maturity of the funded assets, thereby minimiziggitlity risk. In addition, due to (i) the differea between the yield the Company rece
on the loans and cost of financing within thesegeations, and (ii) the servicing and administratiees the Company earns from tt
transactions, the Company has created a porttodibwill generate earnings and significant castv twer the life of these transactions.

As of June 30, 2014 , based on cash flow modelsldped to reflect managementurrent estimate of, among other factors, prepgsys
defaults, deferment, forbearance, and interessrdtee Company currently expects future undiscalctesh flows from its portfolio to |
approximately $2.39 billion as detailed below. T#2.39 billion includes approximately $607.4 mitlioqas of June 30, 2013 of
overcollateralization included in the asbeicked securitizations. These excess net assiiopsesare reflected variously in the followi
balances in the consolidated balance sheet: 'istloigns receivable,” "restricted cash and investsjeéand "accrued interest receivable."

The forecasted cash flow presented below includdsams funded in asset-backed securitizationsfakine 30, 2014 . As of June 30, 2014
the Company had $28.3 billion of loans includeddgset-backed securitizations, which representéi@§cenbf its total FFELP student lo
portfolio. The forecasted cash flow does not ineleadsh flows that the Company expects to receiatexkto loans funded in its wareho
facilities as of June 30, 2014 or loans acquirdibeguent to June 30, 2014 .
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FFELP Asset-backed Securitization Cash Flow Forecas
$2.39 billion
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The Company uses various assumptions, includingagraents and future interest rates, when prepésraash flow forecast. These
assumptions are further discussed below.

Prepayments The primary variable in establishing a life ofh estimate is the level and timing of prepaymeritspayment rates equal
amount of loans that prepay annually as a percentaghe beginning of period balance, net of schetiprincipal payments. A number
factors can affect estimated prepayment ratesudinad) the level of consolidation activity and ddfaates. Should any of these fac
change, management may revise its assumptionshwhiturn would impact the projected future casbwil The Compang cash flov
forecast above assumes prepayment rates that aeeatjg consistent with those utilized in the Comga recent assdiacked securitizatic
transactions. If management used a prepaymenasatenption two times greater than what was uséarégast the cash flow, the cash f
forecast would be reduced by approximately $27@anito $330 million .

Interest rates The Company funds a large portion of its studeahs with threenonth LIBOR indexed floating rate securities. Mehiie,
the interest earned on the Company’s student I&sets is indexed primarily to a om@nth LIBOR rate. The different interest |
characteristics of the Company’s loan assets afdities funding these assets result in basis risfte Companyg cash flow forecast assur
three-month LIBOR will exceed omaenth LIBOR by 12 basis points for the life of tpertfolio, which approximates the histori
relationship between these indices. If the fore@somputed assuming a spread of 24 basis pbetiseen three-month and onmentl
LIBOR for the life of the portfolio, the cash floferecast would be reduced by approximately $140anito $180 million .

The Company uses the current forward interest yatiel curve to forecast cash flows. A change iae thrward interest rate curve wo
impact the future cash flows generated from théfplas. An increase in future interest rates wdtuce the amount of fixed rate floor incc
the Company is currently receiving. The Compargnapts to mitigate the impact of a rise in shertn rates by hedging interest rate ri
As of June 30, 2014 , the net fair value of the @any’s interest rate derivatives used to hedge loamsrepfixed rate floor income was a
liability of $8.1 million . See Iltem 3, "Quantitaé and Qualitative Disclosures About Market Riskprterest Rate Risk."
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FFELP Warehouse Facilities

The Company funds a portion of its FFELP loan asitjohs using its FFELP warehouse facilities. Stidean warehousing allows 1
Company to buy and manage student loans prioatesterring them into more permanent financing ayeaments. As of June 30, 201the
Company had three FFELP warehouse facilities withaggregate maximum financing amount available 7% billion , of which$1.1<
billion was outstanding, and $0.61 billion was #alie for future use. Of the three facilities, daeility provides for formulébased advan
rates, depending on FFELP loan type, up to a maxirafithe principal and interest of loans financ€&te advance rate for collateral n
increase or decrease based on market conditiomsoffier two FFELP warehouse facilities have statficance rates that require initial eq
for loan funding, but do not require increased ggbased on market movements. As of June 30, 2aGhé Company had $66.6 milli
advanced as equity support on its FFELP warehahkties. For further discussion of the CompafFELP warehouse facilities outstanc
at June 30, 2014 , see note 3 of the notes to tdasx financial statements included under Pdtem 1 of this report.

Upon termination or expiration of the warehousélitées, the Company would expect to access tharstation market, obtain replacem
warehouse facilities, use operating cash, consligesale of assets, or transfer collateral tofyedisy remaining obligations.

Other Uses of Liquidity

Effective July 1, 2010, no new loan originations ¢z made under the FFEL Program and all new fetteaa originations must be me
through the Federal Direct Loan Program. As alteiie Company no longer originates new FFELP $odout continues to acquire FFE
loan portfolios from third parties and believesitiddal loan purchase opportunities exist.

The Company plans to fund future FFELP student laeguisitions using current cash and investmerdisiguits Union Bank participatis
agreement (as described below); using its FFELPelvarse facilities (as described above); and comiinto access the asdmdecke:
securitization market.

Union Bank Participation Agreement

The Company maintains an agreement with Union Baskrustee for various grantor trusts, under whloion Bank has agreed to purct
from the Company participation interests in studkrins. As of June 30, 2014 , $479.4 millioh loans were subject to outstanc
participation interests held by Union Bank, asteasunder this agreement. The agreement autoryatieaews annually and is terminable
either party upon five business days notice. Thre@ment provides beneficiaries of Union Bangtantor trusts with access to investmer
interests in student loans, while providing ligtydio the Company. The Company can participatedo® Union Bank to the extent
availability under the grantor trusts, up to $75flliom or an amount in excess of $750 million if toally agreed to by both parties. Lo
participated under this agreement have been aceddiat by the Company as loan sales. Accordintly,participation interests sold are
included in the Company’s consolidated balancetshee

Asse-backed Securitization Transactions

During the first two quarters of 2014, the Companynpleted five assdiacked securitizations totaling $2.7 billion andJuty 31, 2014 tr
Company completed an as$eteked securitization totaling $573.3 million, inding $8.3 million of Class B subordinated debtt thas
retained at issuance. Depending on market conditithe Company anticipates continuing to access asetacked securitizatic
market. Assebacked securitization transactions would be usedefmance student loans included in the FFELP thawmee facilities
including additional purchased FFELP loans, andkisting asset-backed securitizations.

Liquidity Impact Related to Hedging Activities

The Company utilizes derivative instruments to nggnaterest rate sensitivity. By using derivatimstiuments, the Company is expose
market risk which could impact its liquidity. Based the derivative portfolio outstanding as of J@0e 2014, the Company does r
currently anticipate any movement in interest ragng a material impact on its capital or liqtyddrofile, nor does the Company expect
any movement in interest rates would have a mataripact on its ability to meet potential collatedeposits with its counterparti
However, if interest rates move materially and niegly impact the fair value of the Company's dative portfolio or if the Company ent
into additional derivatives for which the fair vallbbecomes negative, the Company could be requiréeposit additional collateral with
derivative instrument counterparties. The colldtelaposits, if significant, could negatively impatte Company's liquidity and cap
resources. As of June 30, 2014he fair value of the Company's derivatives whidtd a negative fair value (a liability in the Camp's
balance sheet), was $15.5 million , and the Compaayno collateral posted to derivative counterpsart

46




Other Debt Facilities

As previously discussed, the Company has a $35@li@munsecured line of credit with a maturity dadf June 30, 2019. As dune 3(
2014 , $65.0 million was outstanding on the unsedline of credit and $285.0 million was availafdefuture use.

The Company has issued Hybrid Securities that laafiieal maturity of September 15, 2061. The HyI8&turities are unsecured obligati
of the Company. As of June 30, 2014 , $96.5 milbdiybrid Securities were outstanding.

Debt Repurchases

Due to the Company's positive liquidity positiordaspportunities in the capital markets, the Complaay repurchased its own debt ovel
last several years, and may continue to do sodiriuture. Gains recorded by the Company from tpenehase of debt are included in "gair
sale of loans and debt repurchases" on the Compamyisolidated statements of income. For the sirthsoended June 30, 2014he
Company recognized a gain of approximately $57f08® the repurchase of $1.6 million (par valuejtefown asset-backed debt securities.

Stock Repurchases

The Board of Directors has authorized a stock remse program to repurchase up to a total of filklomshares of the Company's Clas
common stock during the thrgear period ending May 24, 2015. Shares may bercbpsed from time to time depending on variousofiax
including share prices and other potential useliqafdity. Shares repurchased by the Company dutfiregquarter ended June 30, 2014
shown below. For additional information see "St&&purchases" under Part Il, Item 2 of this report.

Total shares Purchase price  Average price of shares
repurchased (in thousands) repurchased (per share’

Quarter ended June 30, 2014 209,94( $ 8,43t $ 40.1¢

As of June 30, 2014 , 3,667,817 shares remain eméltbfor repurchase under the Company's stockrcbpse program.
Dividends

On June 13, 2014, the Company paid a second qui€r cash dividend on the Company's Class A andst common stock of $0.10
share. In addition, the Company's Board of Directras declared a third quarter 2014 cash dividenth@ Company's outstanding share
Class A and Class B common stock of $0.10 per sfidre third quarter cash dividend will be paid ap@mber 15, 2014, to shareholdel
record at the close of business on September 4,201

The Company currently plans to continue making kegquarterly dividend payments, subject to futeaanings, capital requiremer
financial condition, and other factors. In additidghe payment of dividends is subject to the teahshe Company outstanding Hybr
Securities, which generally provide that if the Quamy defers interest payments on those secuiitoesmnot pay dividends on its capital stc

RECENT ACCOUNTING PRONOUNCEMENTS

In January 2014, the FASB issued accounting guelaegarding the accounting for investments by anteqg entity in flowthrough limitec
liability entities that manage or invest in affobda housing projects that qualify for the lomeome housing tax credit. The Company
relatively small investments in affordable housprgjects that qualify for the lowicome housing tax credit, and currently accouotgties:
investments using the equity method. The Compdagspto continue using the equity method to accdanthese investments, thus
adoption of this standard will not have an impatite financial position or results of operations.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
(All dollars are in thousands, except share amountsinless otherwise noted)

Interest Rate Risk

The Companys primary market risk exposure arises from flugaret in its borrowing and lending rates, the sprbativeen which cou
impact the Company due to shifts in market interatas.

The following table sets forth the Company’s logaets and debt instruments by interest rate clesistats:

As of June 30, 2014 As of December 31, 2013
Dollars Percent Dollars Percent

Fixed-rate loan assets $ 12,989,71 43.9% $ 11,090,58 42.5%
Variable-rate loan assets 16,590,06 56.1 15,030,72 57.t

Total $ 29,579,78 100.% $ 26,121,30 100.(%
Fixed-rate debt instruments $ — —% $ — —%
Variable-rate debt instruments 29,910,11 100.( 26,213,34 100.(

Total $ 29,910,111 100.% $ 26,213,34 100.(%

FFELP loans originated prior to April 1, 2006 geailsrearn interest at the higher of the borrowée ravhich is fixed over a period of time,
a floating rate based on the Special Allowance Raym("SAP") formula set by the Department. The $&te is based on an applicable in
plus a fixed spread that depends on loan typeinatign date, and repayment status. The Compangrgiynfinances its student loan portfc
with variable rate debt. In low and/or certain d@al interest rate environments, when the fixedrdwer rate is higher than the SAP r
these student loans earn at a fixed rate whiléntieeest on the variable rate debt typically comis to reflect the low and/or declining inte
rates. In these interest rate environments, thegaosnmay earn additional spread income that irsdfeas floor income.

Depending on the type of loan and when it was o&tgd, the borrower rate is either fixed to ternsaeset to an annual rate each July 1.
result, for loans where the borrower rate is fixederm, the Company may earn floor income for aterded period of time, which t
Company refers to as fixed rate floor income, amdtfiose loans where the borrower rate is resatalynon July 1, the Company may €
floor income to the next reset date, which the Canyprefers to as variable rate floor income. AIBEP loans first originated on or af
April 1, 2006 effectively earn at the SAP rate,cgirlenders are required to rebate fixed rate filooome and variable rate floor income
those loans to the Department.

No variabl-rate floor income was earned by the Company dufi®f3 and 2014. A summary of fixed rate floor incogsned by tr
Company follows.

Three months ended June 30, Six months ended June 30,
2014 2013 2014 2013
Fixed rate floor income, gross $ 50,58: 44,59( 95,37¢ 88,61:
Derivative settlements (a) (6,979 (8,539 (13,929 (16,839
Fixed rate floor income, net  $ 43,60: 36,05¢ 81,45! 71,77

() Includes settlement payments on derivatives uséeédge student loans earning fixed rate floor ine.

The high levels of fixed rate floor income earnedling 2014 and 2018re due to historically low interest rates. Ifeirgst rates remain lo
the Company anticipates continuing to earn sigaifidixed rate floor income in future periods.

Absent the use of derivative instruments, a rismterest rates may reduce the amount of floorimewoeceived and this may have an im
on earnings due to interest margin compressionechlg increasing financing costs, until such timetee federally insured loans earn inte
at a variable rate in accordance with their SAPnfdas. In higher interest rate environments, wltleeeinterest rate rises above the borrc
rate and fixed rate loans effectively become vagiahte loans, the impact of the rate fluctuatisn®duced.
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The following graph depicts fixed rate floor incoroe a borrower with a fixed rate of 6.75% and aPS/te of 2.64%:
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The following table shows the Company’s studenhlassets that were earning fixed rate floor incasief June 30, 2014During the secor
quarter of 2014, the Company purchased certainpoatfiolios that contained loans earning fixed féder income.

Borrower/ Estimated

Fixed lender variable

interest weighted conversion Loan
rate range average yield rate (a) balance

< 3.0% 2.87% 0.23% $ 1,867,91.
3.0-3.49% 3.20% 0.56% 2,424,50!
3.5-3.99% 3.65% 1.01% 2,303,13:
4.0 -4.49% 4.20% 1.56% 1,755,03
4.5 - 4.99% 4.72% 2.08% 1,083,05;
5.0 - 5.49% 5.22% 2.58% 691,94¢
5.5 -5.99% 5.67% 3.03% 410,53t
6.0 - 6.49% 6.18% 3.54% 463,62!
6.5 - 6.99% 6.71% 4.07% 448,22:
7.0-7.49% 7.17% 4.53% 197,40:
7.5-7.99% 7.71% 5.07% 322,49¢
8.0 - 8.99% 8.17% 5.53% 726,53t

> 9.0% 9.04% 6.40% 295,30!

$ 12,989,71

(a) The estimated variable conversion rate iseitenated shorterm interest rate at which loans would conver taariable rate. As
June 30, 2014 , the weighted average estimatedblarconversion rate was 1.85% and the short-taeterast rate was 1basit
points.

49




The following table summarizes the outstandingwdgive instruments as of June 30, 2Qk4d by the Company to economically hedge |
earning fixed rate floor income.

Weighted average fixed
rate paid by the Company

Maturity Notional amount (a)
2014 $ 1,250,001 0.67%
2015 1,100,00! 0.8¢
2016 750,00( 0.8t
2017 1,250,00 0.8¢€
$ 4,350,001 0.81%

(a) For all interest rate derivatives, the Compaateives discrete threeenth LIBOR

The Company is also exposed to interest rate nské form of basis risk and repricing risk becatise interest rate characteristics of
Company’s assets do not match the interest ratexcteaistics of the funding for those assets. TdilwWwing table presents the Compasy’
FFELP student loan assets and related fundinghfset assets arranged by underlying indices asef30, 2014 :

Debt outstanding that

Frequency of variable funded student loan
Index resets Assets assets

1 month LIBOR (a) Daily $ 28,513,19 —
3 month Treasury bill Daily 998,91 —
3 month LIBOR (a) (b) Quarterly — 17,641,51
1 month LIBOR Monthly — 10,001,66
Auction-rate or remarketing (c) Varies — 1,562,32!
Asset-backed commercial paper (d) Varies — 480,08:
Other (e) 236,54! 63,06¢

$ 29,748,66 29,748,66

(a) The Company has certain basis swaps outsigmdiwhich the Company receives three-month LIBOW pays onenonth LIBOF
plus or minus a spread as defined in the agreenfér@s1:3 Basis Swaps”). The Company enteredtimse derivative instrume
to better match the interest rate characteristitst® student loan assets and the debt funding sisskts. The following tat
summarizes these derivatives as of June 30, 2014 :

Maturity Notional amount

2021 $ 250,00(

2022 1,900,001

2023 3,650,001

2024 250,00(

2026 800,00(

2028 100,00(

2036 700,00(

2039(a) 150,00(

2040 (b) 200,00(

$ 8,000,001 (c)

(a) This derivative has a forward effective statedin 2015.
(b) This derivative has a forward effective staatedin 2020.

(c) The weighted average rate paid by the Comparthe 1:3 Basis Swaps as of June 30, 2014 was one-
month LIBOR plus 3.5 basis points.

(b) The Company has Eudenominated notes that reprice on the EURIBOR indéde Company has entered into a derivi
instrument (cross-currency interest rate swap) ¢tbaverts the EURIBOR index to thre@nth LIBOR. As a result, these notes
reflected in the three-month LIBOR category in #teve table. See “Foreign Currency Exchange Risk.”
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(©)

(d)
()

The interest rates on certain of the Compaag&et-backed securities are set and periodiazdigt via a "dutch auction” Atiction
Rate Securities”) or through a remarketing utiligiemarketing agents (“Variable Rate Demand Notes$) of June 30, 2014the
Company was sponsor for $1.3 billion of Auction ®8ecurities and $219.2 million of Variable Rateriaed Notes.

Since February 2008, problems in the auction rateirities market as a whole have led to failureghefauctions pursuant to wh
the Company's Auction Rate Securities' interesisratre set. As a result, the Auction Rate Secsirg@nerally pay interest to !
holder at a maximum rate as defined by the indenthile these rates will vary, they will generatlg based on a spread to LIB
or Treasury Securities, or the Net Loan Rate ameéefin the financing documents.

For Variable Rate Demand Notes, the remarketingntageet the price, which is then offered to investdf there are insufficie
potential bid orders to purchase all of the notiésred for sale, the Variable Rate Demand Note$ gaherally pay interest to t
holder at a rate as defined in the indenture.

The interest rates on certain of the Compangi®house facilities are indexed to assetked commercial paper ra

Assets include restricted cash and investmentso#met assets. Debt outstanding includes other agigations secured by stud

loan assets and related collateral.
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Sensitivity Analysis

The following tables summarize the effect on thenPany’s earnings, based upon a sensitivity analysis pegd by the Company assum
hypothetical increases in interest rates of 10@shasints and 300 basis points while funding spsaathain constant. In addition, a sensiti
analysis was performed assuming the funding indeseases 10 basis points and 30 basis points Wwbidéng the asset index constant, if
funding index is different than the asset indexe Blnsitivity analysis was performed on the Comizmumgriable rate assets (including Ic
earning fixed rate floor income) and liabilitieshél analysis includes the effects of the Compmiryterest rate and basis swaps in exist
during these periods.

Interest rates Asset and funding index mismatches

Change from increase Change from increase Increase of 10 basis  Increase of 30 basis
of 100 basis points of 300 basis points points points

Dollars Percent Dollars Percent Dollars Percent Dollars Percent
Three months ended June 30, 2014

Effect on earnings:
Decrease in pre-tax net income before

impact of derivative settlements $ (20,259 17.9% $ (35,13) (29.6% $ (4,38() B.7% $ (13,14) (11.9%
Impact of derivative settlements 11,82¢ 10.C 35,47 29.¢ 1,907 1.6 5,72: 4.8
Increase (decrease) in net income beft
taxes $ (8,429 (7.0% $ 34z 03% $ (2,479 20% $ (7,419 (6.4%
Increase (decrease) in basic and diluted
earnings per share $ (0.11) $ — $ (0.09) $ (0.10

Three months ended June 30, 2013

Effect on earnings:
Decrease in pre-tax net income before

impact of derivative settlements $ (17,26 (11.0% $ (30,229 (19.9% $ (4,13) 27n% $ (12,410 (8.00%
Impact of derivative settlements 17,14 10.¢ 51,43: 32.¢ 1,70¢ 1.1 5,12¢ 3.3
Increase (decrease) in net income befol

taxes $ (123) 0.1)% $ 21,20¢ 135% $ (2,429 (1.6% $ (7,28) 4.7%
Increase (decrease) in basic and diluted

earnings per share $ — $ 0.2¢ $ (0.09) $ (0.10

Six months ended June 30, 2014

Effect on earnings:
Decrease in pre-tax net income before

impact of derivative settlements $ (37,18) (15.9% $ (63,779 (27.9% $ (8456 (3.6% $ (25,369 (10.9%
Impact of derivative settlements 23,78¢ 10.2 71,35: 305 3,79¢ 1.6 11,38: 4.9
Increase (decrease) in net income befol

taxes $ (13,409 GnN% $ 7,57 32% $ (4,669 (2.0% $ (13,989 (6.0%
Increase (decrease) in basic and diluted

earnings per share $ (0.1¢) $ 0.1C $ (0.06) $ (0.19)

Six months ended June 30, 2013

Effect on earnings:
Decrease in pre-tax net income before

impact of derivative settlements $ (33,68¢) (12.9% $ (58,04 (22.0% $ (8,62) (3.39% $ (25,880() (9.8%
Impact of derivative settlements 34,40« 13.1 103,21: 39.1 3,19( 1.2 9,571 3.6
Increase (decrease) in net income befol

taxes $ 71€ 03% $ 45.17: 171% $ (5,43) 2.1)% $ (16,309 (6.2%
Increase (decrease) in basic and diluted )

earnings per share $ 0.01 $ 06C $  (0.09 $ (029
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Foreign Currency Exchange Risk

The Company has issued €352.7 milllbaro Notes with interest rates based on a spreitet& URIBOR index. As a result, the Compar
exposed to the market risk related to fluctuationgoreign currency exchange rates between the do$ar and Euro. The Company |
entered into a crossdrrency interest rate swap in connection with idseiance of the Euro Notes. See note 4 of the rniotesnsolidate
financial statements included under Part I, Iteof this report for additional information, includjra summary of the terms of this deriva
instrument agreement and the related financiatistaht impact.

Financial Statement Impact — Derivatives and Foreig Currency Transaction Adjustments

For a table summarizing the effect of derivativetinments in the consolidated statements of incameiding the components of "derivat
market value and foreign currency adjustments a&nivative settlements, net" included in the cortaild statements of income, see note
the notes to consolidated financial statementsided under Part I, Item 1 of this report.

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Under supervision and with the participation ofta&r members of the Compasymanagement, including the chief executive aneéf
financial officers, the Company completed an ev@dmaof the effectiveness of the design and opematf its disclosure controls a
procedures (as defined in SEC Rules 13a-15(e) &addl3(e) under the Securities Exchange Act of 1934se8 on this evaluation, !
Companys principal executive and principal financial offis concluded that the disclosure controls andgohoes were effective as of
end of the period covered by this report to provieessonable assurance that information requirdxe tdisclosed in reports the Company
or submits under the Securities Exchange Act o#li83ecorded, processed, summarized, and repavigdn the time periods specified
the SEC's rules and forms, and is accumulated amimzinicated to the Company's management, inclutiagchief executive and ch
financial officers, as appropriate to allow timelgcisions regarding required disclosure.

Changes in Internal Control over Financial Reportirg

There was no change in the Company’s internal obotrer financial reporting during the Compasyast fiscal quarter that has materi
affected, or is reasonably likely to materiallyesd, the Company’s internal control over financegorting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information required by this Item is incorpadtherein by reference to Note 14.egal Proceedings of the notes to consolida
financial statements included under Part |, Iteof this report.

ITEM 1A. RISK FACTORS

There have been no material changes from the astoifs described in the Company’s Annual ReporfForm 10K for the year ende
December 31, 2013 in response to Iltem 1A of Paitsuch Form 10-K.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AN D USE OF PROCEEDS

Stock Repurchase

The following table summarizes the repurchases laf<CA common stock during the second quarter d42fy the Company or al
“affiliated purchaser” of the Company, as definedRiule 10b-18(a)(3) under the Securities ExchangieoA1934.

Total number of shares Maximum number of

Total number of purchased as part of shares that may yet be
shares purchased Average price publicly announced purchased under the
Period (a) paid per share plans or programs (b) plans or programs (b)
April 1 - April 30, 2014 1,30¢ $ 39.8¢ — 3,875,36
May 1 - May 31, 2014 98,51! 39.6: 98,51! 3,776,85!
June 1 - June 30, 2014 110,11¢ 40.6¢ 109,03! 3,667,81
Total 209,94( $ 40.1¢ 207,55(

(&) The total number of shares includes: (i) sharearased pursuant to the stock repurchase progisousged in footnote (b) belc
and (ii) shares owned and tendered by employesatisfy tax withholding obligations upon the vegtof restricted shares. Share
Class A common stock tendered by employees tohgadis withholding obligations included 1,309 sh&r@ shares, and 1,081 shi
in April, May, and June 2014, respectively. Unledberwise indicated, shares owned and tenderedniplogees to satisfy ti
withholding obligations were purchased at the ciggirice of the Company’s shares on the date dinges

(b) On May 9, 2012, the Company announced that itsdo&abirectors had authorized a stock repurchasgram to repurchase up t
total of five million shares of the Company's Cl&ssommon stock during the thrgear period ending May 24, 2015. Certain s
repurchases included in the table above were madrignt to a trading plan adopted by the Compamgdordance with Rule 10b5-
1 under the Securities Exchange Act of 1934.

Working capital and dividend restrictions/limitatits

The Companys credit facilities, including its revolving lind oredit which is available through June 30, 20&r8y0se restrictions with resp
to the Company’s minimum consolidated net wortle, ithtio of the Compang’adjusted EBITDA to corporate debt interest, tidebtedne:
of the Company's subsidiaries, and the ratio ofRBELP loans to all loans in the Company's portfdioaddition, trust indentures and ot
financing agreements governing debt issued by tragany's education lending subsidiaries may hawergé limitations on the amounts
funds that can be transferred to the Company tsuibsidiaries through cash dividends.

The supplemental indenture for the Companiybrid Securities issued in September 2006 pesvithat so long as any Hybrid Secur
remain outstanding, if the Company gives noticésoélection to defer interest payments but thateel deferral period has not yet commel
or a deferral period is continuing, then the Conypaill not, and will not permit any of its subsidies to:

» declare or pay any dividends or distributions anremleem, purchase, acquire or make a liquidatayment regarding, any of t
Company’s capital stock.

» except as required in connection with the repayméptincipal, and except for any partial paymenitsleferred interest that may
made through the alternative payment mechanisnritescin the Hybrid Securities indenture, make payment of principal of, «

interest or premium, if any, on, or repay, repusehar redeem any of the Company’s debt secuthigsrankpari passuwith or
junior to the Hybrid Securitie:

* make any guarantee payments regarding any gearéy the Company of the subordinated debt sézsidf any of the Compars/’
subsidiaries if the guarantee ramesi passuwith or junior in interest to the Hybrid Securities

In addition, if any deferral period lasts longearnhone year, the limitation on the Companwgbility to redeem or repurchase any o
securities that rangari passuwith or junior in interest to the Hybrid Securitiedll continue until the first anniversary of thaté on which a
deferred interest has been paid or canceled.

54




If the Company is involved in a business combirmatichere immediately after its consummation morentb@% of the surviving entity
voting stock is owned by the shareholders of theeoparty to the business combination, then theédiately preceding sentence will
apply to any deferral period that is terminated tha next interest payment date following the datecansummation of the busine

combination.
However, at any time, including during a deferratipd, the Company will be permitted to:

e pay dividends or distributions in additional sdsof the Compang’capital stocl

» declare or pay a dividend in connection with itm@lementation of a shareholdergjhts plan, or issue stock under such a pla
redeem or repurchase any rights distributed putdoasuch a plan.

e purchase common stock for issuance pursuant te@poyee benefit plar
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ITEM 6. EXHIBITS

2.1+

2.2+

2.3+

2.4+

10.1

10.2

10.3

10.4

31.1*

31.2*

32**

101.INS*

101.SCH*

101.CAL*

101.DEF*

Stock Purchase Agreement dated as of April 10, 20fidng Nelnet Finance Corp., Nelnet, Inc. Studeran
Xpress, Inc., and CIT Group Inc., filed as Exhibit to the registrant's Current Report on Fork fed on
April 16, 2014 and incorporated by reference herein

Loan Sale Agreement dated as of April 10, 2014 aydational Education Loan Network, Inc., Studenah
Xpress, Inc., Fifth Third Bank, Union Bank and Tr@@mpany, and CIT Group Inc., filed as Exhibit &Zhe
registrant's Current Report on Form 8-K filed orrihp6, 2014 and incorporated by reference herein.

Loan Sale Agreement dated as of April 10, 2014 ambiational Education Loan Network, Inc., C
Education Loan Trust 2012- Manufacturers and Traders Trust Company, UniankBand Trust Compan
and CIT Group Inc., filed as Exhibit 2.3 to theistigant's Current Report on Fornk8filed on April 16, 201«
and incorporated by reference herein.

Loan Sale Agreement dated as of April 10, 2014 ambiational Education Loan Network, Inc., C
Education Loan Trust 2011 Manufacturers and Traders Trust Company, UniankBand Trust Compan
and CIT Group Inc., filed as Exhibit 2.4 to theistigant's Current Report on Fornk8filed on April 16, 201+«
and incorporated by reference herein.

Nelnet, Inc. Restricted Stock Plan, as amendedigirdMay 22, 2014, filed as Exhibit 10.1 to the stgint's
Current Report on Form 8-K filed on May 28, 2014l amcorporated by reference herein.

Nelnet, Inc. Executive Officers Incentive Compeiwatlan, filed as Exhibit 10.2 to the registrai@isrrent
Report on Form 8-K filed on May 28, 2014 and inargied by reference herein.

Modification of Contract dated effective as of Junk 2014 for Student Loan Servicing Contract betwthe
United States Department of Education and NelnetiSeg, LLC, filed as Exhibit 10.1 to the registits
Current Report on Form 8-K filed on June 18, 20dd mcorporated by reference herein.

Amendment No. 3 dated as of June 30, 2014 to CAepidement dated as of February 17, 2012, by arahg
Nelnet, Inc., U.S. Bank National Association, asAgfor the Lenders, and various lender partiesetbefiled
as Exhibit 10.1 to the registrant's Current RemortForm 8K filed on July 7, 2014 and incorporated
reference herein.

Certification Pursuant to Section 302 of 8Berbane®©xley Act of 2002 of Chief Executive Officer Jeffr&.
Noordhoek.

Certification Pursuant to Section 302 of Berbane®xley Act of 2002 of Chief Financial Officer Jamies
Kruger.

Certification Pursuant to 18 U.S.C. SectioBbQ, as Adopted Pursuant to Section 906 of thegBad®xley
Act of 2002.

XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkke Document

XBRL Taxonomy Extension Definition Linké& Document



101.LAB*  XBRL Taxonomy Extension Label Linkbase @mnent
101.PRE* XBRL Taxonomy Extension Presentation bigxke Document

*  Filed herewith
** Furnished herewith

+ Pursuant to Item 601(b)(2) of RegulatiorKSeertain schedules and similar attachments tee#tigbit have been omitte
The registrant hereby agrees to furnish supplerigm@taopy of any omitted schedule or attachmenh&soU.S. Securities al
Exchange Commission upon request. The exhibittismended to be, and should not be relied upoimakjding disclosure
regarding any facts and circumstances relatindh¢orégistrant or any of its subsidiaries or affde& The exhibit contair
representations and warranties by the registrathttta other parties that were made only for purpagehe agreement ¢
forth in the exhibit and as of specified dates. Tépresentations, warranties, and covenants iragileement were ma
solely for the benefit of the parties to the agrertnmay be subject to limitations agreed uponhey dontracting partie
(including being qualified by confidential discloss made for the purposes of allocating contracisklbetween the parti
to the agreement instead of establishing theseersads facts), and may apply contractual standdrasateriality or materie
adverse effect that generally differ from thoseli@pple to investors. In addition, information cenaging the subject matt
of the representations, warranties, and covenaatsahange after the date of the agreement, whibbesuent informatic
may or may not be fully reflected in the registtapublic disclosures.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behalf by
undersigned thereunto duly authorized.

NELNET, INC.

Date: August 7, 2014 By: /s JEFFREY R. NOORDHOEK
Name: Jeffrey R. Noordhoek

Title: Chief Executive Officer
Principal Executive Officer

By: /sl JAMES D. KRUGER
Name: James D. Kruger

Title: Chief Financial Officer
Principal Financial Officer and Principal Accourgi®fficer
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